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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 08/2018 Edition

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTlFle@ E]V ED

This Section must be completed for all projects. SEP 13 2018
Facility/Project Identification cmatTEACUITIES &

Facility Name: Morris Hospital & Healthcare Centers ‘_‘:R‘wée'g_am‘mn

Street Address: 150 W. High Street e

City and Zip Code: Morris, lllinois 50450

County: Grundy Health Service Area: 009 Health Planning Area; A-013
Applicant{s) [Provide for each applicant (refer to Part 1130.220}]

Exact Lega! Name: Morris Hospital & Healthcare Centers

Street Address: 150 Hight Street

City and Zip Code: Morris, IL 60540

Name of Registered Agent:
Registered Agent Street Address:
Registered Agent City and Zip Code:

Name of Chief Executive Officer: Mark Steadham
CEOQ Street Address: 150 W. High Street
CEQ City and Zip Code: Morris, IL 60450
CEQ Telephone Number: 815.942.2932

Type of Ownership of Applicants

X Non-profit Corporation 0 Partnership

" For-profit Corporation [ Governmental

O Limited Liability Company O Sole Proprietorship il
Other

o Corporations and limited liability companies must provide an lllinois certificate of good
standing.

o Partnerships must provide the name of the state in which they are organized and the name
and address of each partner specifying whether each is a general or limited partner.

APPEND DOCUMENTATION AS ATTACHMENT 1 IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

Primary Contact [Persan to receive ALL correspondence or inquiries)

Name: Thomas Dohm

Titie: Vice President Professional Services
Company Name: Morris Hospital & Healthcare Centers
Address: 150 W. High Street, Morris IL, 60450
Telephone Number: 815.842.8422

E-mail Address: ' tdohm@morrishospital.org

Fax Number:
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Additional Contact [Person who is also authorized to discuss the application for permit]

Name: Jeffrey Mark

Title: Consultant

Company Name: JEMA LLC

Address: 1440 W Taylor St, #743, Chicago, IL 60607
Telephone Number: 312.804.9401

E-mail Address: jmark@jsma.com

Fax Number:

Post Permit Contact
[Person to receive all correspondence subsequent to permit issuance-THIS PERSON MUST BE
EMPLOYED BY THE LICENSED HEALTH CARE FACILITY AS DEFINED AT 20 ILCS 3960]

Name: Thomas Dohm

Title: Vice President Professional Services
Company Name: Morris Hospital & Healthcare Centers
Address: 150 W. High Street, Morris IL, 60450
Telephone Number: 815.942.8422

E-mail Address: tdohm@morrishospital.org

Fax Number;

Site Ownership
Provide this information for each applicable site]

Exact Legal Name of Site Qwner: Morris Hospital & Healthcare Centers

Address of Site Owner: 150 W. High Street, Morris, IL 60450

Street Address or Legal Description of the Site:
Proof of ownership or control of the site is to be provided as Attachment 2. Examples of proof of
ownership are property tax statements, tax assessor's documentation, deed, notarized statement of the

corporation attesting to ownership, an option to lease, a letter of intent to lease, or a lease.

APPEND DOCUMENTATION AS ATTACHMENT 2, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM,

Operating Identity/Licensee
Provide this information for each applicable facility and insert after this page.]

Exact Legal Name: Morris Hospital & Healthcare Centers

Address: 150 W. High Street, Morris, IL 60450

=4 Non-profit Corporation O Partnership

O For-profit Corporation O Governmental

O Limited Liability Company O Sole Proprietorship O
Other

o Corporations and limited liability companies must provide an lilinois Certificate of Good
Standing.

o Partnerships must provide the name of the state in which organized and the name and address
of each partner specifying whether each is a general or limited partner,

o Persons with 5 percent or greater interest in the licensee must be identified with the % of
ownership,

APPEND DOCUMENTATION AS ATTACHMENT 3, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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Qrganizational Relationships

Provide (for each applicant) an organizational chart containing the name and relationship of any person
or entity who is related (as defined in Part 1130.140). If the related person or entity is participating in
the development or funding of the project, describe the interest and the amount and type of any
financial contribution.

APPEND DOCUMENTATION AS ATTACHMENT 4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

Flood Plain Requirements
Refer to application instructions.]

Provide documentation that the project complies with the requirements of lllinois Executive Crder #2006-
5 pertaining to construction activities in  special flood hazard areas. As part  of
the flood plain requirements, please provide a map of the proposed project location showing any
identified floodplain  areas. Floodplain maps can beprinted at www.FEMA.gov or
www.illincisfloodmaps.org. This map must be in a readable format. In addition, please provide a
statement attesting that the project complies with the requirements of lllincis Executive Order #2006-5
{http:/'www hisrb.illinois.qgov).

APPEND DOCUMENTATION AS ATTACHMENT §, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

Historic Resources Preservation Act Requirements
Refer to application instructions.]

Provide documentation regarding compliance with the requirements of the Historic Resources
Preservation Act. '

APPEND DOCUMENTATION AS ATTACHMENT 6, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. )

DESCRIPTION OF PROJECT

1. Project Classification
Check those applicable - refer to Part 1110.40 and Part 1120.20(b)

Part 1110 Classification:

O Substantive

B Non-substantive




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 08/2018 Edition

2. Narrative Description

In the space below, provide a brief narrative description of the project. Explain WHAT is to be done in
State Board defined terms, NOT WHY it is being done. If the project site does NOT have a street
address, include a legal description of the site. Include the rationale regarding the project's
classification as substantive or non-substantive.

Morris Hospital Modernization and Infrastructure Renewal Project

This project proposes clinical modernizations and infrastructure renewals in portions of the
Hospital constructed in the 1966, 1981, and 1986. By the time the project is completed, the
building ages of the areas affected will range from 56 to 36 years old.

This project is to modernize major clinical services of Morris Hospital to be consistent with
contemporary clinical practice and facilities’ needs and to provide needed infrastructure renewal.
The project includes expansions and reductions in facilities capacities consistent with utilization
patterns.

Major modernization is to occur within the clinical services of:
+« Emergency Department
+ Imaging (selected medalities)
+ Non-Invasive Cardiac Diagnostics

infusion Therapy

Additionally, selected components of the following clinical services are including:
+ Phlebotomy
o Surgery (support areas)
e Pre-Admission Testing (PAT)

Non-Clinical service areas affected include:
s Administration
s Education
e Conference
« Public Space

Additionally, the project is to include Infrastructure Renewal to the deteriorated structures. This
work is to include replacement and upgrades, as identified, to:

Fire protection

Mechanical systems

Plumbing systems

Electrical systems

The project also includes minor additions to individual service areas as detailed under “New
Construction.”

S R,
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The total scope of the project is 56,157 SF Total including:
¢ 39,839 SF Clinical Service Areas
e 16,309 SF Non-Clinical Service
Areas
The total Estimated Project Cost is $36,009,124 Total, including:
e  $19,242 258 Clinical Service Areas
¢ $16,766,866 Non-Clinical Areas and Infrastructure

This project involves the modernization of significant portions of existing patient care areas
while maintaining ongoing services. As such the construction period is lengthy and is to
be phased over time. The completion date is December 31, 2022.

This is a Non-Substantive project.
Per Section 1110.20 of the Administrative Code, this project is Non-Substantive in that it

does not meet the review criteria for Substantive Review Classification [77 lil. Adm. Code
Part 1110].
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Project Costs and Sources of Funds
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Complete the following table listing all costs (refer to Part 1120.110) associated with the project. When a

project or any compoenent of a project is to be accomplished by lease, donation, gift, or other means, the
fair market or dollar value (refer to Part 1130.140) of the component must be included in the estimated
project cost. [f the project contains non-reviewable components that are not related to the provision of
health care, complete the second column of the table below. Note, the use and sources of funds must be

equal.

Project Costs and Sources of Funds

USE OF FUNDS CLINICAL NONCLINICAL TOTAL
Preplanning Costs $183,993 $173.301 $357.293
Site Survey and Soit Investigation 20,000 60,000 80,000
Site Preparation 0 800.000 800,000
Off Site Work 0
New Construction Contracts 1,684,800 0] 1,684,800
Modernization Contracts 8,537,018 9.627.821 18,164,838
Contingencies 1,449,033 1,444 173 2,893,206
ArchitecturallEngineering Fees 858,833 808,737 1,667,370
Consulting and Other Fees 502,617 439,950 942,567
Movable or Other Equipment (notin 4,224.423 1,984,280 6,208,703
construction contracts)
Bond Issuance Expense (project related) 527.250 422,750 950,000
Net Interest Expense During Construction 1,254,492 1,005,854 2,260,346
{project retated)
Fair Market Value of Leased Space or 0 0 0
Equipment
Other Costs To Be Capitalized 0 0 0
Acquisition of Building or Cther Property 0 0 0
{excluding land)
TOTAL USES OF FUNDS $19,242,258 $16,766,866 $36,009,124
SOURCE OF FUNDS CLINICAL NONCLINICAL TOTAL
Cash and Securities 3,027,021 2,427,071 5,454 092
Pledges
Gifts and Bequests
Bond Issues {project related) 16,215,237 14,339,795 30,555,032
Mortgages
Leases (fair market value)
Governmental Appropriations
Grants
Other Funds and Sources
TOTAL SOURCES OF FUNDS $19,242 258 $16,766,866 $36,009,124

THE LAST PAGE OF THE APPLICATION FORM.

NOTE: ITEMIZATION OF EACH LINE ITEM MUST BE PROVIDED AT ATTACHMENT 7, IN NUMERIC SEQUENTIAL ORDER AFTER

N S




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 08/2018 Edition

Related Project Costs
Provide the following information, as applicable, with respect to any land related to the project that will
be or has been acquired during the fast two calendar years:

Land acquisition is related to project []Yes B No
Purchase Price;  §
Fair Market Value: $

The project involves the establishment of a new facility or a new category of service

(] Yes X No

If yes, provide the dollar amount of ali non-capitalized operating start-up costs (including
operating deficits) through the first full fiscal year when the project achieves or exceeds the
target utilization specified in Part 1100.

Estimated start-up costs and operating deficit costis $

Project Status and Completion Schedules
For facilities in which prior permits have been issued please provide the permit numbers.
Indicate the stage of the project’s architectural drawings:

('] None or not applicable [] Preliminary

] Schematics [ ] Final Working
Anticipated project completion date (refer to Part 1130.140): December 31, 2022.

Indicate the following with respect to project expenditures or to financial commitments (refer
to Part 1130.140):

[] Purchase orders, leases or contracts pertaining to the project have been
executed. [ ] Financial commitment is contingent upon permit issuance. Provide a
copy of the contingent “certification of financial commitment™ document, highlighting
any language related to CON Contingencies

[Z FlnanCIal Commltment will occur after permlt issuance.

APPEND DOCUMENTATEON AS I [ACHMENT 8, lN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE QF THE
APPLIOATTDN FQRM ‘

State Agency Submittals [Section 1130.620(¢)]
Are the following submittals up to date as applicable:
[X] Cancer Registry
(] APORS
4 All formal document requests such as IDPH Questionnaires and Annual Bed Reports
been submitted
B4 All reports regarding outstanding permits
Failure to be up to date with these requirements will result in the application for
permit being deemed incomplete.
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Provide in the following format, the Departmental Gross Square Feet (DGSF) or the Building Gross
Square Feet (BGSF) and cost. The type of gross square footage either DGSF or BGSF must be identified.

The sum of the department costs MUST equal the total estimated project costs.
being reallocated for a different purpose.

area's portion of the surrounding circulation space. Explain the use of any vacated space.

Indicate if any space is
Include outside wall measurements plus the department's or

Gross Square Feet

That Is:

Amount of Proposed Total Gross Square Feet

Dept. / Area

Cost

Existing | Proposed

New
Const.

Modernized

As Is

Vacated
Space

REVIEWABLE

Medical Surgical

Intensive Care

Diagnostic
Radiclogy

MRI

Total Clinical

NON
REVIEWABLE

Administrative

Parking

Gift Shop

Total Non-clinical

TOTAL

S et P B A
“APPEND DOCUMENTATION AS A! !ACBMENT N

i APPLICATION FORM

E<..
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Facility Bed Capacity and Utilization

Complete the following chart, as applicable. Complete a separate chart for each facility that is a part of the
project and insert the chart after this page. Provide the existing bed capacity and utilization data for the
latest Calendar Year for which data is available. Include observation days in the patient day totals
for each bed service. Any bed capacity discrepancy from the Inventory will result in the application being
deemed incomplete.

.

FACILITY NAME: Morris Hospital & Healthcare CITY: Morris
Centers
REPORTING PERIOD DATES: From: January 1, 2017 to: December 31, 2017
Category of Authorized Admissions Patient Days* | Bed Changes | Proposed Beds
Service Beds

65 2,852 10,855 0 65
Medical/Surgical

8 521 1,376 0 8
Chstetrics

4 56 130 C 4
Pediatrics

12 644 2,266 0 12
Intensive Care
Comprehensive 0 0 [¢] 0 0
Physical
Rehabilitation
Acute/Chronic 0 0 0 0 0
Mental lilness
Neonatal 0 0 0 0 0
Intensive Care
General Long 0 0 0 0 0
Term Care
Specialized 0 0 0 0 0
Long Term Care
Long Term 0 0 0 0 0
Acute Care
Other ((identify)

89 4,073 16,084 0 89
TOTALS

« Includes Observation Days within Units
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CERTIFICATION

The Application must be signed by the authorized representatives of the applicant entity. Authorized
representalives are:

a/ in the case of a corporaticn, any two of its officers or members of its Board of Directors;

c inthe case of a limited liability company, any twe of its managers or members (or the sole
manager or member when two or more managers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two or
more general partners do not exist};

o inthe case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or
more beneficiaries do not exist); and

o inthe case of a sole proprietor, the individual that is the proprietor.

This Application is filed on the behalf of Morris Hospital & Healthcare Centers

in accordance with the requirements and procedures of the lilinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this Application on
behalf of the applicant entity. The undersigned further certifies that the data and information
provided herein, and appended hereto, are complete and correct to the best of his or her
knowledge and belief. The undersigned also certifies that the fee required for this application is
sent herewith or will be paid upon request.

NATURE SIGNATURE/”
MARY STEADEAM MARY  Lou TATE
PRINTED NAME PRINTED NAME
TeatenT % CED CAET FNANAAL OFAGER-
PRINTED TITLE PRINTED TITLE
Notarization: Notarization:

Subscribed and sworn to before me Subscrigig and sworn to before me
this 24+ day of A %,yn\: 1518 this 29 day of élﬁégu%", 2018

(M\N@wwr Dowt . \Sicboic

Signature of Notary Signatufé of Notary .
OFFICIALSEAL e SFFICIALSEAL
4 OFFICIAL SEAL . )
Seal ANN M FINNEGAN Seal AMY L, SKUBIC »
Notary Public, State of Hilinois 4 NOTARY PUBLIC, STATE OF ILLINOIS p-
"Insert ' 1 My Commission Expires 08/27/2022 |
nsert R ERR L BGouGROMbepRiGadt = weeeeeew v

-
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SECTION lll. BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS

This Section is applicable to all projects except those that are solely for discontinuation with no project
costs.

1110.110(a) — Background of the Applicant
READ THE REVIEW CRITERION and provide the following required information:

BACKGROUND OF APPLICANT

1. Alisting of all health care facilities owned or operated by the applicant, including licensing, and certification
if applicable.

2. A certified listing of any adverse action taken against any facility owned and/or operated by the applicant
during the three years prior to the filing of the application.

3. Authorization permitting HFSRB and DPH access to any documents necessary to verify the information
submitted, including, but not limited to official records of DPH or other State agencies; the licensing or
certification records of other states, when applicable; and the records of nationally recognized accreditation
organizations. Failure to provide such authorization shall constitute an abandonment or withdrawal
of the application without any further action by HFSRB.

4. If, during a given calendar year, an applicant submits more than one application for permit, the
documentation provided with the prior applications may be utilized to fulfit! the information requirements of
this criterion. In such instances, the applicant shall attest that the information was previously provided, cite
the project number of the prior application, and cedify that no changes have occurred regarding the
information that has been previously provided. The applicant is able {0 submit amendments to previgusly
submitted information, as needed, to update and/or clarify data.

APPEND DOCUMENTATION AS ATTACHMENT 11, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. EACH ITEM (1-4) MUST BE IDENTIFIED IN ATTACHMENT 11.

Criterion 1110.110(b) & (d)

PURPOSE OF PROJECT

1. Document that the project will provide health services that improve the health care or well-being of the
market area population to be served.

2. Define the planning area or market area, or other relevant area, per the applicant's definition.

3. Identify the existing problems or issues that need to be addressed as applicable and appropriate for the
project.

4, Cite the sources of the documentation.

5. Detail how the project will address or improve the previously referenced issues, as well as the population's
health status and well-being.

6. Provide goals with quantified and measurable objectives. with specific timeframes that relate to achieving
the stated goals as appropriate.

For projects involving modernization, describe the conditions being upgraded, if any. For facility projects, include
statements of the age and condition of the project site, as well as regulatory citations, if any. For equipment being
replaced, include repair and maintenance records.

NOTE: Information regarding the “Purpose of the Project” will be included in the State Board Staff Report.

APPEND DOCUMENTATION AS ATTACHMENT 12, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. EACH ITEM {1-6) MUST BE IDENTIFIED IN ATTACHMENT 12.
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ALTERNATIVES

A)

B)

Q)

D)

1) Identify ALL of the alternatives to the proposed project:

Alternative options must include:

Proposing a project of greater or lesser scope and cost;

Pursuing a joint venture or similar arrangement with one or more providers or
entities 1o meet all or a portion of the project’'s intended purposes; developing
alternative settings to meet all or a portion of the project's intended purposes;

Utilizing other health care resources that are available to serve all or a portion
of the population proposed o be served by the project; and

Provide the reasons why the chosen alternative was selected.

2) Documentation shall consist of a comparison of the project to alternative options. The
comparison shall address issues of total costs, patient access, quality and financial benefits in
both the short-term (within one to three years after project completion) and long-term, This
may vary by project or situation. FOR EVERY ALTERNATIVE IDENTIFIED, THE TOTAL
PROJECT COST AND THE REASONS WHY THE ALTERNATIVE WAS REJECTED MUST
BE PROVIDED.

K} The applicant shall provide empirical evidence, including quantified cutcome data that verifies
improved quality of care, as available.

. APPEND DOCUMENTATION AS ATTACHMENT 13, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. .

e 42 mean
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SECTION IV. PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE

Criterion 1110.120 - Project Scope, Utilization, and Unfinished/Shell Space

READ THE REVIEW CRITERION and provide the foilowing information:
SIZE OF PROJECT:

1. Document that the amount of physical space proposed for the proposed project is necessary and not
excessive. This must be a narrative and it shall include the basis used for determining the space
and the methodology applied.

2. If the gross square foolage exceeds the BGSF/DGSF standards in Appendix B, justify the discrepancy by
documenting one of the following:

a. Additional space is needed due {0 the scope of services provided, justified by clinical or operational
needs, as supported by published data or studies and certified by the facility's Medical Director.

b. The existing facility’s physical configuration has constraints or impediments and requires an
architectural design that delineates the constraints or impediments.

¢. The project involves the conversion of existing space that resulis in excess square footage.

d. Additional space is mandated by governmental or certification agency requirements that were not
in existence when ATTACHMENT B standards were adopted.

Provide a narrative for any discrepancies from the State Standard. A table must be provided in the
following format with Attachment 14,

SIZE OF PROJECT
DEPARTMENT/SERVICE PROPQSED STATE DIFFERENCE MET
BGSF/IDGSF STANDARD STANDARD?

APPEND DOCUMENTATION AS ATTACHMENT 14, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

PROJECT SERVICES UTILIZATION:

This criterion is applicable only to projects or portions of projects that involve services, functions or equipment
for which HFSRB has established utilization standards or occupancy targets in 77 lll. Adm. Code 1100.

Document that in the second year of operation, the annual utilization of the service or equipment shall meet or exceed the
utilization standards specified in 1110.ATTACHMENT B. A narrative of the rationale that supports the projections
must be provided.

A table must be provided in the following format with Attachment 15,

UTILIZATION
DEPT./ HISTORICAL | PROJECTED | STATE MEET
SERVICE | UTILIZATION | UTILIZATION | STANDARD | STANDARD?
(PATIENT DAYS)
(TREATMENTS)
ETC.
YEAR 1
YEAR 2

APPEND DOCUMENTATION AS ATTACHMENT 16, IN NUMERIC SEQUENTTAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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UNFINISHED OR SHELL SPACE: NOT APPLICABLE
Provide the following information:
1. Total gross square footage (GSF) of the proposed shell space.

2. The anticipated use of the shell space, specifying the proposed GSF to be allocated to each
department, area or function.

3. Evidence that the shell space is being constructed due to:
a. Requirements of governmental or certification agencies; or
b. Experienced increases in the historical occupancy or utilization of those areas proposed
to occupy the shell space.

4. Provide:
a. Historical utilization for the area for the latest five-year period for which data is available:
and
b. Based upon the average annual percentage increase for that period, projections of
future utilization of the area through the anticipated date when the shell space wili be
placed into operation.

APPEND DOCUMENTATION AS ATTACHMENT 16, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

ASSURANCES: NOT APPLICABLE

Submit the following:
1. Verification that the appficant will submit to HFSRB a CON application to develop and utilize the
shell space, regardless of the capital thresholds in effect at the time or the categories of service
involved,

2. The estimated date by which the subsequent CON application (to develop and utilize the subject
shell space) will be submitted; and

3. The anticipated date when the shell space will be completed and placed into operation.

APPEND DOCUMENTATION AS ATTACHMENT 17, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

SN VS
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SECTION VI. SERVICE SPECIFIC REVIEW CRITERIA

This Sectlon is applicable to all projects proposing the establishment, expansion or
modernization of categories of service that are subject to CON review, as provided in the
lllinois Health Facilities Planning Act [20 ILCS 3960]. It is comprised of information
requirements for each category of service, as well as charts for each service, indicating the

review criteria that must be addressed for each action {establishment, expansion, and
modernization}. After identifying the applicable review criteria for each category of service

invoived, read the criteria and provide the required information APPLICABLE TO THE CRITERIA
THAT MUST BE ADDRESSED:

M. Criterion 1110.270 - Clinical Service Areas Other than Categories of Service

1, Applicants proposing to establish, expand and/or modernize Clinical Service Areas Cther than
categories of service must submit the following information:

2. Indicate changes by Service: Indicate # of key room changes by action(s):

# Existing # Proposed

Key Rooms Key Rooms

L]
Ll
3. READ the applicable review criteria outlined below and submit the required documentation
for the criteria:
Project Type Required Review Criteria
New Services or Facility or Equipment (b) — Need Determination — Establishment
Service Modernization (c}{1) — Deteriorated Facilities
AND/OR

(c){2) - Necessary Expansion
PLUS

(c)(3)(A) - Utilization - Major Medical Equipment

OR

(€)(3)(B) ~ Utilization ~ Service or Facility

i g T TR T

APPEND DOCUMENTATION AS. W—a IN NUMER!C SEQUENTH-\L ORDER AFTER THE LAST PAGE OF THE ]
APPUCA‘I’!ON FORM. j

...... i ) 2 L . . ' -
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The following Sections DO NOT need to be addressed by the applicants or co-applicants responsibie for
funding or guaranteeing the funding of the project if the applicant has a bond rating of A- or better from
Fitch’s or Standard and Poor's rating agencies, or A3 or better from Moody's (the rating shall be affirmed
within the latest 18-month period prior to the submittal of the application):

¢« Section 1120.120 Availability of Funds — Review Criteria
« Section 1120.130 Financial Viability - Review Criteria
+ Section 1120.140 Economic Feasibility - Review Criteria, subsection {a)

VIl. 1120.120 - AVAILABILITY OF FUNDS

The applicant shall document that financial resources shall be available and be equal to or exceed the estimated total
project cost plus any related project costs by providing evidence of sufficient financial resources from the following
sources, as applicable [Indicate the dellar amount to be provided from the following sources]:

5454092 | a) Cash and Securities ~ statements (e.g., audited financial statements, letters
from financial institutions, board resolutions) as to:

1) the amount of cash and securities available for the project,
including the identification of any security, its value and
availability of such funds; and

2) interest to be earned on depreciation account funds or to be
earned on any asset from the date of applicant’s submission
through project compietion;

b) Pledges - for anticipated pledges, a summary of the anticipated pledges
showing anticipated receipts and discounted value, estimated time table of
gross receipts and related fundraising expenses, and a discussion of past
fundraising experience.

C) Gifts and Bequests - verification of the dollar amount, identification of any
conditions of use, and the estimated time table of receipts;

d) Debt - a statement of the estimated terms and conditions (including the debt
$30.,555,032 time period, variable or permanent interest rates over the debt time period,
and the anticipated repayment schedule) for any interim and for the
permanent financing proposed to fund the project, including:

1) For general obligation bonds, proof of passage of the
required referendum or evidence that the governmental unit
has the authority to issue the bonds and evidence of the
dollar amount of the issue, including any discounting
anticipated,

2) For revenue bonds, proof of the feasihility of securing the
specified amount and interest rate;

3) For mortgages, a letter from the prospective lender attesting
to the expectation of making the loan in the amount and time
indicated, including the anticipated interest rate and any
conditions associated with the mortgage, such as, but not
limited to, adjustable interest rates, balloon payments, etc.:

4) For any lease, a copy of the lease, including all the terms
and conditions, including any purchase options, any capital
improvements to the property and provision of capital
equipment;
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5) For any option to lease, a copy of the option, including all
terms and conditions.

e) Governmental Appropriations - a copy of the appropriation Act or ordinance
accompanied by a statement of funding avaitability from an official of the
governmental unit. If funds are to be made available from subsequent fiscal years, a
copy of a resolution or other action of the governmental unit attesting to this intent;

f) Grants — a letter from the granting agency as to the availability of funds in
terms of the amount and time of receipt;

a) All Other Funds and Sources - verification of the amount and type of any
other funds that will be used for the project.

$36,009,124

TOTAL FUNDS AVAILABLE
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 08/2018 Edition

SECTION VIil, 1120.130 - FINANCIAL VIABILITY

All the applicants and co-applicanis shall be identified, specifying their roles in the project funding or
guaranteeing the funding (sofe responsibility or shared) and percentage of participation in that funding.

Financial Viability Waiver

The applicant is not required to submit financial viability ratios if:

1. "A" Bond rating or better

2. All of the projects capital expenditures are completely funded through internal sources

3. The applicant’s current debt financing or projected debt financing is insured or anticipated to
be insured by MBIA (Municipal Bond Insurance Association Inc.} or equivalent

4. The applicant provides a third party surety bond or performance bond letter of credit from an
A rated guarantor.

See Section 1120.130 Financial Waiver for information to be provided

APPEND DOCUMENTATION AS ATTACHMENT 35, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

The applicant or co-applicant that is responsibie for funding or guaranteeing funding of the project shatl
provide viability ratios for the latest three years for which audited financial statements are available
and for the first full fiscal year at target utilization, but no more than two years following project
completion. When the applicant's facility does not have facility specific financial statements and the
facility is a member of a health care system that has combined or consolidated financial statements. the
system's viability ratios shall be provided. If the health care system includes one or more hospitals, the
system’s viability ratios shall be evaluated for conformance with the applicable hospital standards.

Historical Projected
3 Years

Enter Historical and/or Projected
Years:

Current Ratio

Net Margin Percentage

Percent Debt to Total Capitalization

Projected Debt Service Coverage

Days Cash on Hand

Cushion Ratio

Provide the methodology and worksheets utilized in determining the ratios detailing the
calculation and applicable line item amounts from the financial statements, Complete a
separate table for each co-applicant and provide worksheets for each.

Variance

Applicants not in compliance with any of the viability ratios shall document that another
organization, public or private, shall assume the legal responsibility to meet the debt
obligations should the applicant default.

APPEND DOCUMENTATION AS ATTACHMENT 36, IN NUMERICAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. :
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SECTION Vill.1120.140 - ECONOMIC FEASIBILITY

This section is applicable to all projects subject to Part 1120.

1)

2)

1

2)

1.

A. Reasonableness of Financing Arrangements

The applicant shall document the reasonableness of financing arrangements by

submitting a notarized statement signed by an authorized representative that attests to
1 one of the following:

B. Conditions of Debt Financing

This criterion is applicable only to projects that involve debt financing. The applicant
shall document that the conditions of debt financing are reasonable by submitting a

notarized statement signed by an authorized representative that attests to the
following, as applicable:

C. Reasonableness of Project and Related Costs

Read the criterion and provide the following:

Identify each department or area impacted by the proposed project and provide a cost

and square footage allocation for new construction and/or modernization using the
following format (insert after this page).

That the total estimated project costs and related costs will be funded in total
with cash and equivalents, including investment securities, unrestricted funds,
received pledge receipts and funded depreciation; or

That the total estimated project costs and related costs will be funded in total
or in part by borrowing because;

A) A portion or all of the cash and equivalents must be retained in the
balance sheet asset accounts in order to maintain a current ratio of at
least 2.0 times for hospitals and 1.5 times for all other facilities; or

B) Borrowing is less costly than the liquidation of existing investments,

and the existing investments being retained may be converted to cash
or used to retire debt within a 60-day period.

That the selected form of debt financing for the project will be at the lowest net
cost available;

That the selected form of debt financing will not be at the lowest net cost
available, but is more advantageous due to such terms as prepayment
privileges, no required mortgage, access to additional indebtedness, term
{years), financing costs and other factors;

That the project involves (in total or in part} the leasing of equipment or
facilities and that the expenses incurred with leasing a facility or equipment are
less costly than constructing a new facility or purchasing new equipment.
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COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

A B C D E F G H
Depaniment Total
(list below) Cost/Square Foot Gross Sq. Ft. Gross 5q. Ft. Const § Mod. § Cost
New Mod. | New Circ.* | Mod. Circ.* {AxC) (BxE) (G + H)

Contingency

TOTALS
* Include the percentage (%) of space for circulation

D. Projected Operating Costs

The applicant shall provide the projected direct annual operating costs (in current doilars per
equivalent patient day or unit of service) for the first full fiscal year at target utilization but no
mare than two years following project completion. Direct cost means the fully allocated costs
of salaries, benefits and supplies for the service.

E. Total Effect of the Project on Capital Costs
The applicant shall provide the total projected annual capital costs (in current dollars per

equivalent patient day) for the first full fiscal year at target utilization but no more than two
years following project completion.

! APPEND DOCUMENTATION AS mgg MENT 37, IN NUMERIC SEQUENTIAL ORDER AFTER R THE LAST PAGE OF THE
"APPLICATION FORM.% E kN L 4

w5

SECTION IX. SAFETY NET IMPACT STATEMENT NOT APPLICABLE

SAFETY NET IMPACT STATEMENT that describes all of the following must be submitted for ALL
SUBSTANTIVE PROJECTS AND PROJECTS TO DISCONTINUE STATE-OWNED HEALTH CARE
FACILITIES {20 ILCS 3960/5.4]:

1. The project’s material impact, if any, on essential safety net services in the community, to the extent
that it is feasible for an applicant to have such knowledge.

2. The project's impact on the ability of another provider or health care system to cross-subsidize safety
net services, if reasonably known to the applicant.

3. How the discontinuation of a facility or service might impact the remaining safety net providers in a
given community, if reasonably known by the applicant.

Safety Net Impact Statements shali also include all of the following:

1. For the 3 fiscal years prior to the application, a certification describing the amount of charity care
provided by the applicant. The amount calculated by hospital applicants shall be in accordance with the
reporting requirements for charity care reporting in the lllinois Community Benefits Act. Non-hospital

applicants shall report charity care, at cost, in accordance with an appropriate methodology specified
by the Board.

2. For the 3 fiscal years prior to the application, a certification of the amount of care provided to
Medicaid patients. Hospital and non-hospital applicants shall provide Medicaid information in a manner
consistent with the information reported each year to the lfinois Department of Public Health regarding
“Inpatients and Outpatients Served by Payor Source” and “Inpatient and Outpatient Net Revenue by

Payor Source” as required by the Board under Section 13 of this Act and published in the Annual
Hospital Profile.
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3. Any information the applicant believes is directly relevant to safety net services, including
information regarding teaching, research, and any other service.

A table in the following format must be provided as part of Attachment 38,

Safety Net Information per PA 96-0031

CHARITY CARE
Charity (# of patients) Year Year Year
Inpatient
Qutpatient
Total
Charity (cost In dollars)
Inpatient
Outpatient
Total
MEDICAID
Medicaid (# of patients) Year Year Year
Inpatient
Qutpatient
Total
Medicaid {revenue)
Inpatient
Qutpatient
Total

e

APPEND DOGUMENTM‘ION AS amg_*mg&_;g, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION ?ORM )
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SECTION X. CHARITY CARE INFORMATION

Charity Care information MUST be furnished for ALL projects [1120.20(c)].

1. All applicants and co-applicants shall indicate the amount of charity care for the latest three
audited fiscal years, the cost of charity care and the ratio of that charity care cost to net patient
revenue.

2. If the applicant owns or operates one or more facilities, the reporting shall be for each

individual facility located in Iinois. If charity care costs are reported on a consolidated basis,

the applicant shall provide documentation as to the cost of charity care; the ratio of that charity
care to the net patient revenue for the consolidated financial statement; the allocation of charity
care costs; and the ratio of charity care cost to net patient revenue for the facility under review.

3. If the applicant is not an existing facility, it shall submit the facility's projected patient mix by
payer source, anticipated charity care expense and projected ratio of charity care to net patient’
revenue by the end of its second year of operation.

Charity care” means care provided by a health care facility for which the provider does not

expect to receive payment from the patient or a third-party payer (20 ILCS 3960/3). Charity Care
must be provided at cost.

A table in the following format must he provided for all facilities as part of Attachment 38.

CHARITY CARE

Year Year Year

Net Patient Revenue

Amount of Charity Care (charges)
Cost of Charity Care

i T T e DR T T T T e
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After paginating the entire completed application indicate, in the chart below, the page numbers for the
included attachments:

= ——— - ______— —————————— — ————— ———— |

INDEX OF ATTACHMENTS
ATTACHMENT

NO. PAGES

1 | Applicant Identification including Certificate of Good Standing 24

2 | Site Ownership 25

3 | Persons with 5 percent or greater interest in the licensee must be 26

identified with the % of ownership. o
4 | Organizational Relationships (Crganizational Chart) Certificate of 27
Good Standing Etc.

5 | Flood Plain Requirements 28-32
6 | Historic Preservation Act Requirements 33-37
7 | Project and Sources of Funds ltemization 38-39

8 [ Financial Commitment Document if required 40

9 | Cost Space Requirements 41

10 | Discontinuation

11 1| Background of the Applicant 42-48

12 i Purpose of the Project 49

13 | Alternatives to the Project 50

14 | Size of the Project 51
15 | Project Service Utilization 52-53

16 | Unfinished or Shell Space
17 | Assurances for Unfinished/Shell Space
18 | Master Design Project

Service Specific:

19 | Medical Surgical Pediatrics, Obstetrics, ICU

20 | Comprehensive Physical Rehabilitation

21 | Acute Mental lliness

22 | Open Heart Surgery

23 | Cardiac Catheterization

24 | In-Center Hemodialysis

25 | Non-Hospital Based Ambulatory Surgery

26 | Selected Organ Transplantation

27 | Kidney Transplantation

28 | Subacute Care Hospital Model

29 [ Community-Based Residential Rehabilitation Center
30 [ Long Term Acute Care Hospital

31 | Clinical Service Areas Other than Categories of Service 54-91
32 | Freestanding Emergency Center Medical Services
33 | Birth Center

Financial and Economic Feasibility:

34 [ Availability of Funds 92-93
35 | Financial Waiver

36 | Financial Viability 1563-154
37 | Economic Feasibility o 94-97
38 | Safety Net Impact Statement

39 | Charity Care Information 98
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Maodernization Project

File Number 1012-284-8

To all to whom these Presents Shall Come, Greeting:

1, Jesse Whate, Secretary of State of the State of Hlinots, do hereby
certify that I am the keeper of the records of the Department of
Business Services. I certify that

MORRIS HOSPITAL, A DOMESTIC CORPORATION, INCORPORATED UNDER THE LAWS
OF THIS STATE ON DECEMBER 4%, 1906, ADOPTED THE ASSUMED NAME LORRIS
HOSPITAL & HEAL THCARE CENTERS ON OCTOBER 27, 2003, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATE, AND A8 OF THIS DATE, IS IN GOOD STANDING AS
A DOMESTIC CORPORATION DN THE STATE OF ILLINOIS.

InTestimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this  14TH

day of OCTOBER A.D. 2017

1\ . Ed
Aovhwrmcanos 8 11AT0N 1 wpefatin kg 1002 20UR M’&/ W
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CECRETLSY £ 3477
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

August 6, 2018

Ms Courtney Avery
Administrator

525 W Jefferson St
Springfield, 1L 62761

Dear Ms. Avery:

£0450.

Sincerely, -

ark Steadham
President & CEQ
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People You Know, Extracrdinary Care,

Health Facilities and Services Review Board

Morris Hospital & Healthcare Centers hergby certifies that it is the owner of the
site and the structure occupied by the Hospital at 150 W. High Streel, Mormis, I

ATTACHMENT 2



MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

File Number 1012-284-8

4

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of llinois, do hereby
certify that I am the keeper of the records of the Departwent of
Busmess Services, I certify that

MORRIS HOSPITAL, A DOMESTIC CORPORATION, INCORPORATED UNDER THE LAWS
OF THIS $TATE ON DECEXBER 03, 1906, ADOPTED THE S8SUMED NAME MOPRIS
HOSPITAL & HEALTHCARE CENTERS ON OCTOBER 27, 2003, APPEARS TOHAVE
COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT QF THIS STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS
A DOMESTIC CORPORATION IN THE $TATE OF ILLINGIS,

InTestimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this  14TH

dayof OCTOBER A.D. 2017
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

ORGANIZATIONAL CHART
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

FLOOD PLAIN REQUIREMENTS

4
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A portion of the Morris Hospital campus is located in a fiood zone. In the past this has affected the

campus. A study by Chamlin Associates, Inc. proposed a scope of work to remediate the effects of a 500
year flood. This work has been completed and is expected to prevent future damage due to flooding.
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Modernization Project
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

HISTORIC PRESERVATION

In accordance with Board rules, on August 17, 2018 a request was submitted to the lllingis Historic
Preservation Agency (HVP) requesting review of this project and a determination that the project was NOT
subject to the Historic Preservation Act. Checking the status of our request on September 4, 2018, in
conversation with the HPV, the Hospital was advised that the Agency currently has noc permanent review
personnel, that the reviews are currently being done by a temporary employee, and that the temporary
employee is "way behind” and currently working on submittals from July. So as not to delay the

consideration of this project, the FedEx delivery receipt to the HVP as well as a copy the application for
review is included below.

Morris Hospital will forward a copy of the HVP's determination to Board staff as soon as it is received.

Your package has been delivered
Tracking # 7730070553045
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

JsmA

August 17, 2018

tHinois Historic Freservation Sgency
Frageryatior Services Division

Cid 5tate Capitel

Springfieid, lincis £7201

RE: Morris Hospital & Healthcare Centers
150 W, High 5t., Morris 1L

We are requesting confirmation from your Agency that construction on the aoove property does
nct fadl under the Preservation Act. The followsing is provided to assist in making this
daterminsticn.

1. General project description and addrass:
Merris Hospital 8 Heaithcare Centers s proposing a modernization 1o its existing
buiidings. This rencvation is to include the foliowing departments: Emergengy, Surgery,
Padiclogy, Cardiac Catheterization and varicus edministrative areas. The renovation is
to occur on the firss teve! of the existing hospital structure, originally conzrrucred in
1960s. Approxwmately 70,000 square feet sre 1o be renovated in the preject.

Site map shawing the generzl location of the project {Attachment 1)
Photographs of any standing buitdings/structure within the project area [Attachment 2}
Conceptual plans for the project {Attachment 3)
Addresses for buildings fstructures, if present:
=30 W, High treet, Mornis iU

LAl -l o

Please provide your determination by email no later than September 9 to accommodate a COM
submittal, If this timeframe is 5 groblem olease sdvise me.

H you require additional informztion, plesse contact me by emadd or 31 312.804.3401 or by email at
srarkSerng com

Sinceraly

f;/gr%{_.

leffrey 5. Mark
President

JEMA wc
Conauttarss + Architecu
1345 W Teylar 52, A743
Chicage, B §£0€37

e i e oimi e S i s S 8 A e i it o Ao e
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project '

' ety vilstaris Prevevatinn - Attachvenent
Foreg Mosgial & Healthoace {entany
. Ganeral Site
150 W, High Srreet, Moais Himois
H
‘
b
!
bingis Hitaric Praveration, Antgchment 2 !
Bioreis Rospsl & Suaiiliare Cemie '
Project Site Plan
: o
R e Ve s T :
EE ? ;‘é !
: o B - i
i :
-
; i .
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v P RN SRR IR AOREIR N H :
; i © o an h
" o

e ATTACHMENT 6



MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Mt Hiniins? Prasarvipon
Broetly Megpal § Healtcree Cantars
Representative Photographs of the Existing Suildings

Attachmgnt 3

e MHTONE Prferr TN
Wewny k3pant & Heintiets Cimer)

Floar Plans of the Propoted Projedt
First Floor

m———— &
-

;m-iju ety -1; .
-ﬁfﬂ{‘.,u., PUPIF S s SO :“

Attarhenem 4
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Medernization Project

Elinpag Mgt Bragesvauan Atrachanent 4
Rhetns Hoxpaa B Peabthrass Zantars
Foor Plans of the Proposed Projoct

iower tevel
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MORRIS HOSPITAL & HEALTHCARE CENTERS

Modernization Project

PROJECT AND SOURCES OF FUNDS

Project Costs and Sources of Funds

USE OF FUNDS CLINICAL NONCLINICAL TOTAL
Preplanning Costs $183,993 $173,301 3357293
s  Programming
s CON Consultation
s+ Master Planning
. ) o 20,000 60,000 80,000
Site Survey and Soil Investigation
Site Preparation 0 800,000 800,000
+  Campus Utilities Renewal
Off Site Work 0 0 0
New Construction Contracts 1,684,800 0 1,684,800
Modernization Contracts 8,537,018 9,627,821 18,164 838
Contingencies 1,449‘033 1 ,444,173 2‘893,206
. . . 858,633 808,737 1,667,370
Architectural/Engineering Fees
Consulting and Other Fees 502 617 439,950 942 567
»  Project Management
+ CON Fees and Application
+  Medical Equipment Consulting
»  (ost Estimating
Movable or Other Equipment {not in 4,224,423 1,984,280 6,208,703
construction contracts) SEE BELOW
Bond Issuance Expense (project reiated) 527,250 422,750 850,000
Net Interest Expense During Construction 1,254,492 1,005,854 2,260,346
{project related)
Fair Market Value of Leased Space or 0 0 0
Equipment
Other Costs to Be Capitalized 0
Acquisition of Building or Other Property
{excluding land) :
TOTAL USES OF FUNDS $19,242,258 $16,766,866 $36,009,124
SOURCE OF FUNDS CLINICAL NONCLINICAL TOTAL
Cash and Securities’ 3,027,021 2.427.071 5,454 092
Pledges
Gifts and Bequests
Bond Issues (project re[ated) 16,215‘237 14,339,795 30,555.032
Mertgages
Leases (fair market value)
Governmental Appropriations
Grants
Other Funds and Sources
TOTAL SOURCES OF FUNDS $19,242,258 $16,766,866 $36,009,124

* Morris Hospital is cormitting $4,660,886 in Cash and Securities to the project. However, a fund drive is anticipated
to assume some or ali of these dollars. if the Source of Funds is to be altered, the Board will be notified by the

applicant.

- S
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

PROJECT COSTS AND SOURCES OF FUNDS

USE OF FUNDS

CLINICAL

NONCLINICAL TOTAL

Mevable or Other Equipment (not in construction
contracts)

Medical Equipment (see summary below}
Furnishings

Copiers

Computers and Printers

AN Equipment

$4.224.423

$1,984,280 $6,208,703

Medical Equipment (Mitchell Equipment Planning Consultant);

Mitchell

R vt of RS AR ION

ap

MORRIS HOSPITAL RENOVATION
OEPARTMENTAL TOTAL SUMMARY

DEPARTMENT TOTAL
AL STRATION 3800
BLOSD DRAW JITEROE|
EMERGENCY §922 73470
IMAGING SAIEHOE 2T
INFUSION 543 906 65
NON-INVASIVE CARDIC DIAGNUSTICS $563036.20
PRE-ADMISSHON TESTING $2,183 135
SHARED HOLDING/RECOVERY 524134655
SURGERY 15 785,40
X} SUPPLEMENTAL COST 5256 50342
% o BPD ALl LAY “REPORT TOTAL® 52,993,767.75

OO% FTVRS

N T R
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

FINANCIAL COMMITMENT WILL CCCUR AFTER CON APPROVAL

In response to an RFP Morris Hospital & Healthcare Centers has received multiple proposals to issue
approximately $60 million in bonds to finance multiple capital improvements, including this project, two
community based healthcare centers and other capital projects not subject to CON.

An application for the bond issuance has been submitted for approval by the Upper lllincis River
Valley Development Authority (UIRVDA). Through the UIRVDA the bonds would be subject to that
agency's double tax-exempt status. The actual issuance of the bonds is to be done by a private
financial company. Several financial companies have responded to the Hospital's Request for Proposalis.
A copy of the Barclays’ proposal is included in this application.,

Bond issuance will occur after the Board's approval for this project.

See Attachment 34 for more detail.
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

COST SPACE REQUIREMENTS

Amount of Proposed Total Gross Square
Gross Square Feet [Feet  Thatls:
Clinical Service Areas Cost Existing {Proposed New Modernized Asls V:{;a;zd
REVIEWABLE
Emergency Departrment $4,106.077 6.602) 11671 1,250 10,421 0 0
General Radiclogy
{General/Fluoroscopy/! &649.826 3.822 5,195 198 4.997 G 0
Bone Densitometry)
CT 532,340 2607 3597 1,061 2.536 0 0
Mammography 5 636272 | 1663| 179% 1436 160
{incl. Stereatactic}
Ultrasound $799.743 2.209 3597 455 3.142 0 a
Muclear Medicine $712.882 1,670 3,375 3,375 0 0
OR 5592 483 5.596 5.236 2.731 5.505 0
Procedure §126.33% 3.404 3,480 527 2.953 0
Ion-Invasive Diagnostics $1.109,656 2.917 4,298 4.298 il 0
Infusion Theragy $560,4%0 691 1.678 1.678 a ]
Phlebotomy $257,372 251 959 959 ¢ 0
PAT $138.358 209 415 415 Q 0
;‘:::sc""‘“" Service $10.221.818 |  34.841| 48,297 4,400 35,438|  8.458 D
NON REVIEWABLE
Administration §2.852.216 10,562 10353 0 6217 4136 0
Education $1,009,477 683 3042 I 3.103 334 0
Public Areas (lobby. stc.) $909.085 10,213 8483 4 G.159 2315 0
Conference $396.829 8,957 4062 0 825 3.237 0
Infrastructure Upgrades §4,468, 835 HA, NA A IA, MA, NA
Jotal Non-Clinical Service $9,636,444 | 21,420 26,840 9 16,309] 10,522 0
reas
Total Project $19,858,262 66,261 75,137 4.40% 51,748 18,380 0
ATTACHMENT 9




MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

BACKGROUND OF APPLICANT

Meorris Hospital & Healthcare Centers has been improving the health of area residents since 1906. Located
55 miles southwest of Chicago in Morris, lllinois, it is the only Hospital in Grundy County. It serves residents
of Grundy County and parts of Will, LaSalle, Livingston, and Kendall counties and is the largest employer
in Grundy County. Along with the main hospital campus in Morris, services throughout the area are provided
a network of 26 area clinics and diagnosticitreatment centers. These include Diagnostic & Rehabilitative
Center in Morris, the Radiation Therapy Center, the Morris Hospital Ridge Road Campus in Channahon,
Morris Hospital Yorkville Campus, and physician offices in Braidwood, Channahon, Coal City, Dwight,
Gardner, Marseilles, Mazon, Morris, Newark, Ottawa and Yorkville.

Morris Hospital is also part owner of the Deerpath Orthopedic Surgical Center that recently received a CON
permit to significantly expand its services to the area’s residents.

Morris Hospital & Healthcare Centers is known for its compassionate and personalized approach to
healthcare. This is attributed to the outstanding work of 1,300 employees, 500 Auxilians, and a2 medical
staff of more than 200 physicians and allied health/advanced practice providers representing most medicat
specialties. The hospital commits significant resources annually to continually enhance its diagnostic and
treatment capabilities. Morris serves as a Resource Hospital within Region VIl Emergency Medical
Services. The organization continues to receive recognition received for excellence in patient care, safety
and employee engagement:
» Recipient of The Advisory Board Company's 2017 Workplace of the Year Award, an annual
award that recognizes hospitals and health systems nationwide that have outstanding levels of
employee engagement. (2017)

+ Listed on Becker's Hospital Review's “100 Great Community Hospitals” list (2016, 2017)

+ Winner of 12, 5-Star Excellence in Healthcare Awards for scoring in the top 10 percent of
Professional Research Consultant's national client database, based on the percentage of patients
who rate overall quality of care as excellent: Allergy Specialists, Pediatricians, Family Birthing
Suites, Cardiac Diagnostics, Inmediate Care (Yorkville and Ridge Road), Outpatient Surgery (Gl
Patients), Minooka Healthcare Center, 2 East, Newark Healthcare Center, Morris Healthcare
Center (Business & Technology Center and Rheumatotogy on Edwards Street) (2017).

+ Winner of 11, 5-Star Physician Engagement Awards for scoring in the top 10 percent of
Professional Research Consultant's national client database based on the percentage of
physicians who rated Morris Hospital “excellent” in these categories: Pathology Services, Physician
Engagement, Radiology Services, As a Piace to Practice Medicine, Emergency Services,
Laboratory Services, Patient Safety, Quality of Care, Surgical Services, Anesthesia Services,
Hospitalist Services. Top Performer award for Nursing Care. {2017).

+ Named Best Employer in Grundy County through the Morris Herald News' Reader's Choice
awards (2016, 2017).

» Named Favorite Hospital through The Times newspaper Reader’s Choice awards (2017).
* ATruven Health Analytics 100 Top Hospitals® award winner (2016)

*  Winner of Professionai Research Consultant’s Top Performer Award for Nursing Care based on
the percentage of physicians who rated Morris Hospital nursing care as excellent (2016).
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

-

Named Studer Group's Rural Healthcare Organization of the Month (May 2016)

Listed as 1 of 37 hospitals to receive Consumer Reports highest rating for preventing surgica!
site infections, central line infections, and infections from urinary catheters (November 2014)

Listed in Consumer Reports among thetop 20 hospitals in lllinois for surgery
safety (September 2013) .

One of 20 hospitals in the nation to receive the Healthcare Advisory Board's Excellence in
Employee Engagement Award {2012)

Recognized by the Healthcare Advisory Board for Excellence in Employee Engagement (2011,
2012)

Recipient of Studer Group's Excellence in Patient Care Award for overall excellence in patient
care (2011)

Recipient of Studer Group's Excellence in Patient Care Award for Nurse Communication (2010)

Sotucient Top 100 Hospitals {2007)

Hospital License
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Accreditation Certificate

AHERICAN OBTEOPRATHIC ASSOCIATION

BUPQU OF HEAL THCARE FACILITIES ACCREDITATION
_ HEALTHCARE FACILITIES ACCREDITATION SROGRAM
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project
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MCRRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

CoC ACCREDITATION

Wednesday, March 21, 2038

£432300

Marrie Hoepital

130 VWest High Sireet
Morriz, IL 604501467

Dear Cancer Program Members:

O behalf of the American College of Surpeons, the Commizeion on Cancer (Lp€) would like to extend ite
congratulations to the cancer prograw 2t Mo Hespital for complsting it recent Cofl surver,

Bzsed on the survey results, Morris Hespital cancer program’s cuwirent zccreditation status iz "Three-Year
Accreditation with Contingency.” The area:z of deficiency and opporiunities for improvenient are

idantified o1 the Performance Report (PR). The PR 1s available within (ol Datalinks under the Main Activiby
h{enu - 3 link titled “Performance Repori” For test resulty for viewing and dewnloading the PR, please use
Chrome, Firefox, or Internet Explorer {Version $ or higher}.

Appeals - If you wish to appeal a rating, please follow the appeal guidelines and proces: az posted at
bftps:iiwarw facs ore’quelity-programs‘cancer’coc’info. To ensurs a rapid response to appeals, pleaza detail the
appea! puztification wnder the “Appeals” link located i the Swrvey Agplization Record [SAR) menu in Sl
Daralinks, Appeals musi be submatted vithin 30 davs of the date on this tetsar.

Deficiency Resolufions — Deficiencey rezolution materizls must be submittad electronically through the
“Deficiency Kesolution™ section in the SAR by the due date listed on the PR. If documentztion is not submitted
prier to the due date, the program 1 2t nisk for having its Commission on Cancer acereditation ntatus
discontinued. To locate directions to access the "Deficiency Reolution” section and or to determine

what supporting documentation i required to be submutted for resclution, please zee documentstion located at
bitps veww faes org'qualitvprograms’eancer’eoe/nfo under the "Swrvey Procs:s” headng.

For survey process questions - Please utilizs the "Contact £l web form: hitps /iy facs ore/quality -
prozrams/cancericoc/contact-coel

W are confident that vou will address theze iszuee to that yvour sancer program can zchisve full acereditztion
statas; aftay which your program will recelve infermation rezarding an accraditation certificate and zain acces:
to the Marksting Razource page. Note, ondv after full aceraditatien status iz carned are prozrame allowed o
market {50 aceraditation,

The Lpla truly values vour participztion in the £pl. Accreditation Prozram as part of an elite group of cancer
programs committed to providing high-quality cancer cars.

Regards,

Accraditation & Standards Staff
Commizzion on Cancer

633 N, Samnt Clair Btreet
Chiczgo, IL 60611
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Adverse Actions and Authorizations

August 6, 2018

Ms. Courtriey Avery

Administrator

Health Facilities and Services Review Board
525 W, Jefferson Street

Springfield, IL 62761

Dear Ms. Avery:

This heteby aftirms that no adverse actions have been taken agains! any facility owned :
and/or operated by Morris Hospital & Healthcare Centers during the three years prior to
the fiting of this application.

This also authorizes HFSRB and IDPH access o any documents necessary o verify
the information submitied, inciuding. but not limited to: official records of IDPH or other
Stats agencies; the licensing or certification records of other states, when applicable;
and the records of nationally recognized accreditation organizations.

Mark Steadham
Pregident & CED

L) ' o T A I RACIT

Poapte You Kmw, Extraordinary Care,
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

PURPOSE OF THE PROJECT

Morris Hospital & Healthcare Centers has been engaged in strategic and facilities master planning for about
2 years, This comprehensive planning is intended to position the Morris healthcare network and the
Hospital for the delivery of the highest quality healthcare through the next decade. Among the plans being
implemented are the development of the Deerpath Orthopedic Surgical Center as a primary site of the
network's outpatient surgery program (CON approved by the Board in January 2017); expansion of
community clinics, and the modemization of Morris Hospital acute care facility.

Morris Hospital is the only hospital serving Grundy County. It serves this County’s residents and those from
surrounding areas.

The areas affected by this project are housed in the main hospital structure was completed in
1966, and additions in 1981, and 1986. By the time the project is completed, the building ages of
the areas affected will range from 56 to 36 years old. This project will upgrade the configuration
of these areas to reflect changes in clinical practices as well as adjust for current utilization
patterns.  Additionally, the project will renew deteriorated infrastructure systems within these
aged structures. Specifically, the project will:

Modernization and minor expansions (new construction) is to occur within to:

1. Upgrade the facilities to contemporary clinical practice, especially Emergency Department
and Imaging;

2. Reorganize areas to better accommodate outpatient access, including the establishment
of a Women's Imaging Center,

3. Expand capacity in areas of high utilization increases, especially Emergency Department

4. Reduce capacities Surgical Services due to the consolidation of the ambuiatory surgery
program with Deerpath Orthopedic Surgical Center,

5. Consolidate facilities to improve operational efficiencies;

8. Correct identified code issues;

7. Upgrade fire protection, mechanical, plumbing, and electrical components in the portions
of the buildings affected by the project.
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

ALTERNATIVES TO THE PROJECT

For several years, Morris Hospital & Healthcare Centers has been canducting strategic facility planning
incorporating the redevelopment of its acute care facility in context of its network of clinics and other
services that serve its patients from Grundy County and elsewhere. Among the project alternatives
considered include:

1. Morris Hospital Greenfield Replacement

Morris Hospital investigated relocating just north of the 1-80 "Morris Yorkville" exit number 112.
Although that would have instantly modernized all facility aspects of the operation, the $240 million
projected cost impacted finances in @ non-sustainable way. Also, the new location would have moved
the hospital away from core of Morris Hospital patients, which was viewed as a negative. These
factors eliminated this approach from further consideration.

2. Morris Hospital Major Addition

An alternative master plan for a major Morris Hospital addition to the north and east, which relocated
surgery, the entry, cafeteria, emergency department, and added beds to provide for all private rooms.
Much of the ancillary diagnostics were also located to the addition. The master plan projects were
budgeted at $180 million, which would have weakened the hospital's financial strength, and was not
pursued further.

3. Morris Hospital Modernization (Proposed Project)

The proposed project addresses the Hospital's priority facility needs including modernization of key
clinical service areas, and the upgrade of deteriorated facility infrastructure and building services. At a
project cost of $36,009,124 this project is being proposed in conjunction with other clinical services
repositioning including the establishment of the Deerpath Surgical Ambulatory Surgery Center as a
primary site for the Hospital's outpatient surgery program and expansion of the Hospitals outpatient
clinical services network. By taking this multi-faceted approach, the Hospital can maximize the
effectiveness of its financial resources while accomplishing the needed improvements in its clinical
services facilities and programs.
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

SIZE OF THE PROJECT

SIZE OF PROJECT

- . Ke Proposed |
Clinical Service Areas Roor:;s DpG SF St:::l?rd Difference Sta'::: d
Emergency Department 17 11,671 15,300 (3,629) Yes
Imaging
General Radiology
(General/Fluoroscopy/ 4 5,195 5,200 {5) Yes
Bone Densitometry)
cT 2 3,597 3,600 (3) Yes
Mammography
{Incl. Stgreotactic) 2 1,796 1,800 (4) Yes
Ultrasound 4 3,597 3,600 {3) Yes
Nuclear Medicine 2 3,375 2,600 775 No
Surgery
OR 3 8,236 8,250 {14) Yes
Procedure 3 3,480 3,300 180 No
Non-Invasive Diagnostics 7 4,298 No Std NA NA
Infusion Therapy 5 1,678 No Std NA NA
Phlebotomy 4 959 No Std NA NA
PAT 1 415 No Std NA NA

The two Service Areas that do not meet the State Standards are Procedure Rooms and the Nuclear
Medicine service.

Nuclear Medicine

In the modernization of the service, the existing walls are being preserved to reduce capital costs and to
accommodate existing columns and corridor locations. These design constraints result in a DGSF of 773
more than the State Standard.

Surgery/Procedure Rooms

Note that the overall number of surgical rooms and SF is being reduced from the current by reducing the
number of operating rooms from the current 4 to 3. This in keeping with the Hospital's commitment to the
Board in the Deerpath Orthopedic Surgical Center CON application.

As a renovated area with fixed boundaries, we are maximizing the function without removing significant
portions of the support areas, to reduce the potential for operational and safety issues, and the potential for
infection caused by unneeded construction. These design constraints result in a DGSF of 180 SF more
than the State Standard.
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MORRIS HOSPITAL & HEALTHCARE CENTERS

Modernization Project

PROJECT SERVICE UTILIZATION

UTILIZATION
DEPT./ UTILIZATION KEY STATE MEET
SERVICE (PATIENT DAYS) ROOMS | STANDARD | STANDARD?
(TREATMENTS) ETC. PER KEY
2017 2018 2023 ROOM
Projected
Emergency Department 27441 | 27,715 | 28,841 172 2,000 No
imaging
General Radiology 21,972+ 27,210 ; 30,150 1 8,000 YES
{General/Ftuoroscopy/ 3 {General)
Bone Densitometry) 8,500
(Others)
CT 14,181 15,232 16,210 2 7,000 YES
Mammography 4,832 4516 5,084 2 5,000 YES
{Incl. Stereotactic)
Ultrasound 8,581 9,326 10,081 4 3,100 YES
Nuclear Medicine 1,465 1,664 1,719 2 2,000 NO
Surgery (HOURS)

OR 6,948 3,762 3,952 3 1,500 YES
Procedure 2,450 2,474 2,599 3 1,500 NO
Non-Invasive Diagnostics 11,554 1 11,816 12,418 7 NA No Std
Infusion Therapy 3,232 3,856 4,053 5 NA No Std
Phlebotomy NA | 76,700 |80,535 4 NA Noc Std
Pre-Admission Testing 4697 4 440 4 666 1 NA No Std

Three Clinical Service Areas do not meet the State Standards for utilization. Explanations are below:

Emergency Department

The Department is being totally modernized from its current configuration in the existing 1960s building. In
its new configuration it will have a compliment of 14 general purpose treatment/trauma stations reflecting
the historical and projected utilization — 28 000+ visits. Three additional rooms have been included for
specialty purposes. These are 2 Behavioral Health/Safe Rooms for psychiatric holding and 1 SANE (Sexual

Assault Nurse Examiner) Room to accommodate patient assault victims.

! The Emergency Department project includes 14 general purpose treatment areas plus 2 specialty
holding rooms for Behavioral Health and 1 SANE Room for sexual assault victims.

cew B2 el
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Nuclear Medicine

This service currently has two 2-head Nuclear Medicine scanners and is proposing to maintain this
compliment for operational purposes. It is estimated that 29% of the patients scanned take an hour and a
half to two hours to complete. Most exams that we perform are Cardiotogy Stress Tests which are mostly
done as a two-part study with each part being 45 minutes. By maintaining the two rooms the service can
provide efficient quality patient care by using one of the rooms for the longer studies of an hour and a half
or two hours per study and the other room for the exams with shorter time frames.

ORs/Procedure Rooms

Note that the overall number of surgical rooms is being reduced by reducing the number of operating rocoms
from the current 4 to 3. This is in keeping with the Hospital's commitment to the Board in the Deerpath
Orthopedic Surgical Center CON application.

The Hospital is proposing to maintain its current compliment of 3 Procedure Rooms for operational
efficiency purposes. Two of these rooms are dedicated to Gi cases. The Hospital's practice is to prepare a
patient in one room, while a procedure is being performed in the 2" room. This has been found it to be
operationally efficient. The third room is a generai-purpose procedure room needed for a variety of cases.
The specialized nature of these rooms permits the Hospital scheduling and operational flexibility and
efficiencies necessary for a facility of this size.
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MORRIS HOSPITAL & HEALTHCARE CENTERS

Modernization Project

CLINICAL SERVICES OTHER THAN CATEGORIES OF SERVICE

# Existing # Proposed
Project Services Key Rooms Key Rooms
Emergency Depariment 11 17
General Radiology (General Radiology/ 4 4
Fluoroscopy/ Bone Densitometry)
CT 2 2
Mammography (Incl. Stereotactic) 1 2
Ultrasound 3 4
Nuclear Medicine 2 2
Surgery
OR 4 3
Procedure 3 3
Non-Invasive Diagnostics 7
Infusion Therapy 5
Phlebotomy 4
PAT 1

The Clinical Service Areas affected by this project are indicated in the table below, with their historic and
projected utilization (2023 is the first calendar year after completion). The Hospital has taken a conservative
approach to its projections consistent with the expansion of its community health center network program.
All projections except Surgery are at a lower rate per year than is historically indicated. Surgical services
are anticipated to grow at a minimal rate due to the overall renewal of the Hospital's facilities.

Historical Projected
2015 2016 2017 2018 2023 °"$:§,°t3 e c\b:anrgzeo?:r
2018 to 2023

Emergency Department 26,625 | 27331 | 27441 ] 26630 28,841 3% 1.7%
Imaging

General Radiology

(General/Fluoroscopy/

Bone Densitometry 28,388 | 28462 | 27471 27210 30,150 2% 2.2%

cT 12,807 | 14606 | 15370 | 15232 16,210 9% 1.3%

Mammography {Incl.

Stereotactic) 4,045 4,283 4,837 4,516 5.084 3% 2.5%

Ultrasound 7,202 8,578 9,602 9,326 10,081 13% 1.6%

Nuclear Medicine 1,599 1,636 1,639 1,664 1,719 3% 0.7%
Surgery

OR 5,033 8,336 6,948 3,762 3,952 -11% 1.0%

Procedure 2,663 2,492 2,450 2,474 2,598 1%, 1.0%
Non-Invasive Diagnostics 11,554 11,816 12,418 201 13%
Infusion Therapy 3232 | 3856 4,053 19% 1.2%
Phlebotomy NA | 76700 | 80535 1.0%
PAT 4,498 5,008 4,697 4,440 4666 1.3% 1.0%

ATTACHMENT 31




MCRRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Deteriorated Facilities and Code Compliance

All the clinical renovations are in the 1966, 1981, and 1886 additions building. By the time the project is
completed, the building ages of the areas affected will range from 56 to 36 years old. As aging clinicat
structures, they are in need of upgrade and reconfiguration to conform to current clinical practices,
improve operational efficiencies and conform to current space standards. Additionally, as the 1966
building was planned and constructed before the establishment of the Americans with Disabililies Act
(ADA), the facility is not compliant with that Act.
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Existing Floor Plan Indicating Original Building Construction
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Mcedernization Project

Proposed Modernization Areas
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

As individual clinical areas are vacated, deteriorated building infrastructure is to be renewed and the areas
modernized. This is to provide a proper physicai setting for those services occupying those aged areas.

Notes on specific services:

Surgery

The project includes the reduction of the total surgical rooms to accommaodate projected volumes. This is
a fulfilment of the commitment made to the State Board by Morris Hospital in the Board's consideration of
the Deerpath Orthopedic Ambulatory Surgical Center. That CON permit # 17-059 was approved by the
Board on January 9, 2018. The application stated that surgical case volume is to be shifted from Morris
Hospital to the ASTC and that Morris Hospital would adjust the number of surgical procedure rooms (ORs
and minor procedure rooms) to accommodate this shift. This process is ongoing with a project completion
date for the permit of December 31, 2018. The shifting of surgical case volume is expected to continue
through December 2020,

The scope of modemization work for the surgical areas is limited. The work includes the expansion of a
public corridor from &-foot width to an 8-foot width to bring that corridor into code compliance (IDFH and
NFPA 101) for use for patient transport. The modernized corridor (made possible by the vacating of an
OR) will permit the transport of patients to the Surgery Department from the Emergency Department,
Labor and Delivery, and other areas via a direct route. As currently exists, the current patient corridor
is a circuitous route that delays the transfer process of patients and is more labor intensive for hospital
staff.

Emergency Department

Planned and constructed in the 1960s, the Emergency Department is substandard by today's standards
and is considered obsolescent. The Department has 471 DGSF per station compared the the Board's
standard of 900 DGSF per station. The configuration lacks separation of emergent and non-emergent
patients. Additionalty, the “ward” style treatment rooms with multiple stations, lacks compliance with
patient privacy standards, both visual and acoustical.

The utilization of the Emergency Department has grown over time and the project is necessary to expand
its capacity. The existing 11 stations are insufficient to handle the visit volume. The project proposes that
the existing compliment of 14 general treatment/trauma stations configured as will accommodate the
projected volumes, consistent with the Board's utilization criterion. In addition, the proposed configuration
adds 3 dedicated specialty treatment rooms: 2 for Behavioral Health holding and 1 SANE Room (Sexuat
Assault Nurse Examiner) for victims of sexual assault.

Imaging Department

The extensive work to various modalities within imaging is to address operational and deteriorated
faciliies housing this 1960s service. The reconfiguration and reconstruction of the Department will
accomplish the following:

« Consolidate the imaging modalities, permitting the cross use of technicians and improved patient
handling;

» Establish a Women’s Imaging unit which is to include Mammography, Bone Density and Ultrasound
services,

e |mprove room sizes and configurations;

e Improve access to Ultrasound from the Emergency Department.

Imaging modalities are to maintain their existing complement of equipment with the following exceptions:
*  Mammography service is adding a Stereotactic Mammography unit. This enhances the
Mammography service by offering low dose x-ray breast biopsy services for its patients.
» Ultrasound is adding 1 additional unit to accommodate increased patient utilization.
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

AVAILABILITY OF FUNDS

Audited Financial Statement
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Independent Auditor's Report

To the Board of Directors
Morris Hospital & Healthcare Centers

We have audited the accompanying consclidated financial statements of Morris Hospital & Healthcare Centers
and its subsidiaries {the "Hospital"), which comprise the consolidated balance sheet as of December 31, 2017 and
2016 and the related consolidated statements of operations, changes in net assets, and cash flows for the years
then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consoiidated financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of interna!l control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as weli as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all materiat respects, the
financial position of Morris Hospital & Healthcare Centers and its subsidiaries as of December 31, 2017 and 2016
and the results of their operations and their cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

744«2}4 f 77644,4«0, PLet

April 17, 2018
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Morris Hospital & Healthcare Centers

Consolidated Balance Sheet
December 31, 2017 and 2016

2017 2016
Assets
Current Assets
Cash and cash equivalents $ 34952976 $ 34207082
Assets limited as to use - Current {Note 5) 38,061 4,143
Accounts receivable - Net (Note 3) 33,475,905 30,105,154
Inventories, prepaid, and other 6,217,246 5,003,390
Total current assets 74,684 188 70,219,749
Assets Limited as to Use - Net of current portion (Note 5) 63,909,253 57,565,667
Property and Equipment - Net (Note 6) 76,829,990 75,339,810
Intangible Assets 346,691 272,724
Other Assets
Estimated insurance recoveries (Note 12) 4,241,460 3,857,551
Investments (Note 5} 2,064,031 1,671,687
Investment in joint ventures 127,325 167,178
Total other assets 6,432,816 5,696,416
Total assets $ 222,202,938 $ 209,094,366
Liabilities and Net Assets
Current Liabilities
Accounts payable and accrued expenses $ 14,094,679 § 13,423,257
Agency funds 230,006 212,873
Current portion of long-term debt (Note 7) + 2,460,467 2,321,310
Estimated third-party payor settlements (Note 4) 11,759,408 7,291,456
Total current liabilities 28,544,560 23,248,896
Long-term Debt - Net of current portion (Note 7) 35,432,214 37,959,022
Other Liabilities
Estimated insurance liabilities (Note 12) 5,457,293 4,875,309
Other long-term liabilities (Note 8) 3,524,231 4,005,488
Total other liabilities 8,981,524 8,880,797
Total liabilities 72,958,298 70,088,715
Net Assets
Unrestricted 148,291,213 138,183,417
Temporarily restricted ‘ 690,345 560,433
Permanently restricted 263,082 261,801
Total net assets 149,244 640 138,005,651
Total liabilities and net assets $ 222202938 § 209,094,366

See notes to consolidated financial statements, — 63 - ATTACHMENT 34



Morris Hospital & Healthcare Centers

Consolidated Statement of Operations

Unrestricted Revenue, Gains, and Other Support
Net patient service revenue
Provision for bad debts

Net patient service revenue less provision for bad debts

Contributions and other
Net assets released from restrictions for operations

Total net revenue

Expenses
Salaries and benefits
Supplies and other
Depreciation and amortization
Interest expense

Total expenses
Operating Income

Nonoperating Income (Expense)
investment return {Note 5)
Other
Net settlements for derivative instruments (Note 8}
Change in fair value of interest swap agreements (Note 8)

Total nonoperating income
Excess of Revenue Over Expenses
Net Assets Released from Restriction

Increase in Unrestricted Net Assets

See notes to consolidated financial statements. —— & —-

Years Ended December 31, 2017 and 2016

2017 2016
$ 174,913,155 $ 160,022,713
(10,075,769) (5,768,010)
164,837,386 154,254,703
2,222,748 2,885,423
86,409 8,371
167,146,543 157,148,497
95,908,598 85,320,552
57,664,640 55,137,051
9,432,532 8,717,364
550,782 436,032
163,556,552 149,610,999
3,589,991 7,537,498
6,775,373 2,696,079
(4,982) 28,898
(648,157) (558.354)
395,571 145 604
6,517,805 2,312,227
10,107,796 9,849,725
- 395,783
$ 10,107,796 $ 10,245,508
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Morris Hospital & Healthcare Centers

Consolidated Statement of Changes in Net Assets
Years Ended December 31, 2017 and 2016

2017 2016
Unrestricted
Excess of revenue over expenses $ 10107796 $ 9,849,725
Net assets released from restriction for capital - 395,783
Increase in unrestricted 10,107,796 10,245,508
Temporarily Restricted
Contributions _ 205670 78,102
Investment income (Note 5) 10,651 11,368
Net assets released from restrictions (86,409) (401,154)
Increase (decrease) in temporarily restricted 129,912 (311,694)
Permanently Restricted
Contributions 360 1,208
Investment income {Note 5) ‘ 3,836 4,240
Net assets redesignated by donor {2,815) (3,000)
Increase in permanently restricted 1.281 2,446
Increase in Net Assets 10,238,989 9,936,260
Net Assets - Beginning of year 139,005,651 129,069,391
Net Assets - £nd of year $ 149,244,640 $ 139,005,651

See notes to consolidated financial statements. — & - ATTACHMENT 34



Morris Hospital & Healthcare Centers

Consolidated Statement of Cash Flows
Years Ended December 31, 2017 and 2016

2017 2016

Cash Flows from Operating Activities
Increase in net assets $ 10,238,989 § 9,936,260
Adjustments to reconcile increase in net assets to net cash and cash
equivalents from operating activities:

Depreciation 9,432 532 8,717,364
Loss (gain) on disposal of property and equipment 4,982 (28.898)
Provision for bad debts 10,075,769 5,768,010
Change in net unrealized and realized gains (5,343,371) (1,238,387)
Change in fair value of cash flow derivative instruments {395,571) (145,604)
Restricted contributions and investment return {206,030) (79,308)
Net assets released from restriction used for operation - 8,371
Amortization of debt costs {50,624) (58,285)
Amortization of intangible assets (73,967) 218,629
Income from joint venture (68,254) {141,860)

Changes in operating assets and liabilities which (used) provided
cash and cash equivalents:

Accounts receivable (10,458,941) (4,533.491)
inventeries, prepaids, and other (347,536) 26,232
Estimated insurance recoveries (383,909) 498,735
Accounts payable and accrued expenses 705,102 2,661,045
Estimated third-party settliements 1.480,373 (4,277,362)
Estimated insurance liabilities 581,984 (469,551)
Other liabilities (85,686) (35,055)
Agency funds 17,133 68,812
Net cash and cash equivalents provided by operating
activities 15,122,975 16,895,657
Cash Flows from Investing Activities
Purchase of property and equipment (10,933,444) (18,774,061)
Proceeds from disposition of property and equipment 5,750 197,452
Purchases of investments and assets limited as to use (7,617,619) (30,512,130)
Proceeds from sales and maturities of investments and assets limited
as to use 6,191,142 28,164 791
Distributions from joint venture 108,107 178,509
Net cash and cash equivalents used in investing activities (12,246,064) (19,744 439)
Cash Flows from Financing Activities
Proceeds from debt - 6,000,000
Payments on debt (2,337,027) (2,108,125)
Proceeds from restricted contributions and investment return 206,030 79,308
Net assets released from restriction used for operation - (8.371)
Net cash and cash equivalents (used in) provided by
financing activities (2,130,997) 3,962,812
Net Increase in Cash and Cash Equivalents 745,914 1,114,030
Cash and Cash Equivalents - Beginning of year 34,207,062 33,093,032
Cash and Cash Equivalents - End of year $ 34,952,976 $ 34,207,062

See notes to consolidated financial statements, — 8 - ATTACHMENT 34



Morris Hospital & Healthcare Centers

Notes to Consolidated Financial Statements
December 31, 2017 and 2016

Note 1 - Nature of Business

The accompanying consolidated financial statements include the accounts of Morris Hospital & Healthcare
Centers, Morris Hospital Foundation, and Morris Hospital Auxiliary (collectively referred to as the
"Hospital"). Morris Hospital & Healthcare Centers is the sole corporate member of Morris Hospital
Foundation and Morris Hospital Auxiliary and, accordingly, their accounts have been consolidated with
those of Morris Hospital & Heaithcare Centers.

Morris Hospital & Healthcare Centers offers general acute care and outpatient services to residents of
Morris, Ilincis and surrounding communities.

Morris Hospital Foundation provides fundraising and other support to Morris Hospital & Healthcare
Centers.

Morris Hospital Auxiliary provides a wide array of volunteer services, solicits gifts and contributions, and
other support to Morris Hospital & Healthcare Centers.

Note 2 - Significant Accounting Policies
Basis of Consolidation

The consolidated financial statements include the accounts of the Hospital and ali of its wholly owned and
majority-owned subsidiaries. All material intercompany accounts and transactions have been eliminated in
consolidation.

Use of Estimates

The preparation of consolidated financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liahilities at the date of the consolidated
financial statements and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include cash and investments in highly liquid investments purchased with an
original maturity of three months or less, excluding those amounts included in assets limited as to use.
Accounts at each institution are insured by the Federal Deposit Insurance Corporation (FDIC) up to
$250,000 per institution. As of December 31, 2017 and 2016, cash balances exceed the insured limit.

- Management believes that, due to the dellar amount of cash deposits and the limits of FDIC insurance, it
is impractical to insure all deposits.

Accounts Receivable

Accounts receivable for patients, insurance companies, and governmental agencies are based on gross
charges. An allowance for uncollectible accounts is established on an aggregate basis by using historical
write-off rate factors applied to unpaid accounts based on aging. Accounts receivable are reduced by an
allowance for doubtful accounts. In evaluating the collectibility of accounts receivable, the Hospital
analyzes its past history and identifies trends for each of its major payor sources of revenue to estimate
the appropriate allowance for doubtful accounts and provision for bad debts. Management regularly
reviews data about these major payor sources of revenue in evaluating the sufficiency of the allowance for
doubtful accounts. Net accounts receivable is based on expected payment rates from payors based on
current reimbursement methodologies.

..... & - ATTACHMENT 34



Morris Hospital & Healthcare Centers

Notes to Consolidated Financial Statements
December 31, 2017 and 2016

Note 2 - Significant Accounting Policies (Continued)

For receivables associated with services provided to patients who have third-party coverage, the Hospital
analyzes contractually due amounts and provides an allowance for doubtful accounts and a provision for
bad debts, if necessary. For receivables associated with self-pay patients (which includes both patients
without insurance and patients with deductible and copayment balances due for which third-party
coverage exists for part of the bill}, the Hospital records a significant provision for bad debts in the period
of service on the basis of its past experience, which indicates that many patients are unable or unwilling to
pay the portion of their bill for which they are financially responsible. The difference between the standard
rates (or the discounted rates if negotiated) and the amounts actually collected after all reasonable
collection efforts have been exhausted is charged off against the allowance for doubtful accounts in the
period they are determined to be uncollectible,

Inventories

Inventories, which consist of medical and office supplies and pharmaceutical products, are stated at the
lower of cost or market, determined on a first-in, first-out basis or market.

Deferred Finance Charges

Deferred finance charges represent legal, consulting, and financial costs associated with debt financing.
Such charges are being amortized over the respective terms of the debt agreement using the straight-line
method, which approximates the effective-interest method. Amartization costs totaling $50,625 and
$58,285 as of December 31, 2017 and 2016, respectively, related to deferred finance charges are
included in interest expense.

Investments

Investments in equity securities with readily determinable fair values and all investments in debt securities
are measured at fair value in the consclidated balance sheet. The fair value of the global equity fund has
been estimated by management, utilizing the net asset value of the fund, in the absence of readily
determinable market values. Investment income or loss (including realized gains and losses on
investments, interest, and dividends) is included in excess of revenue over expenses unless the income or
loss is restricted by donor or law. Unrealized gains or losses on investments are included in the excess of
revenue over expenses.

Investment securities are exposed to various risks such as interest rate, market, and credit risks. Due to
the level of risk associated with certain investment securities, it is at least reasonably possible that
changes in the values of investment securities will occur in the near term and that such changes could
materially affect the amounts reported in the consolidated balance sheet.

Assets Limited as to Use

Assets limited as to use include assets designated by the board of directors for future capital
improvement, over which the board retains control, and may, at its discretion, subsequently use for other
purposes, amounts held by a bond trustee for payment of principal and interest on outstanding debt and
assets temporarily restricted or permanently restricted by donor. Amounts required to meet current
liabilities of the Hospital have been reclassified in the consolidated balance sheet.

Property and Equipment

Property and equipment are recorded at cost. Depreciation is provided over the estimated useful life of
each class of depreciable asset and is computed primarily using the straight-line method. Interest cost
incurred on borrowed funds during the period of construction of capital assets is capitalized as a
component of the cost of acquiring those assets. Costs of maintenance and repairs are charged to
expense when incurred.
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Morris Hospital & Healthcare Centers

Notes to Consolidated Financial Statements
December 31, 2017 and 2016

Note 2 - Significant Accounting Policies (Continued)

Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted support and
are excluded from the excess of revenue over expenses, unless explicit donor stipulations specify how the
donated asset must be used. Gifts of long-lived assets with explicit restrictions that specify how the assets
are to be used and gifts of cash or other assets that must be used to acquire long-lived assets must be
maintained, expirations of donor restrictions are reported when the donated or acquired long-lived assets
are placed in service,

Derivative Financial Instruments

The Hospital has entered into various interest rate swap agreements to manage interest rates on debt.
The Hospital records its interest rate swaps as either assets or liabilities in the accompanying consolidated
balance sheet at fair value. The fair value of interest rate swaps reflects the present value of the future
potential gains (losses) if settlement were to take place on the consolidated balance sheet date. The
Hospital has not designated any derivative instruments as hedges. Gains and losses on the derivative
instruments are recognized as nonoperating income (loss) in the consolidated statement of operations
during the period of change.

Classification of Net Assets

Net assets of the Hospital are classified as permanently restricted, temporarily restricted, or unrestricted
depending on the presence and characteristics of donor-imposed restrictions limiting the Hospital's ability
to use or dispose of contributed assets or the economic benefits embodied in those assets. Donor-
imposed restrictions that expire with the passage of time or that can be removed by meeting certain
requirements result in temporarily restricted net assets. Permanently restricted net assets result from
donor-imposed restrictions that limit the use of net assets in perpetuity. Earnings, gains, and losses on
restricted net assets are classified as unrestricted unless specifically restricted by the donor or by
applicable state law.

Excess of Revenue Over Expenses

The consolidated statement of operations includes excess of revenue over expenses. Changes in
unrestricted net assets, which are excluded from excess of revenue over expenses, consistent with
industry practice, include permanent transfers of assets to and from affiliates for other than goods and
services, and contributions of long-lived assets (including assets acquired using contributions which by
donor restriction were to be used for the purposes of acquiring such assets).

Net Patient Service Revenue

The Hospital has agreements with third-party payors that provide for payments to the Hospital at amounts
different from its established rates. Payment arrangements include prospectively determined rates per
discharge, reimbursed costs, discounted charges, and per diem payments. Net patient service revenue is
reported at the estimated net realizable amounts from patients, third-party payors, and others for services
rendered, including estimated retroactive adjustments under reimbursement agreements with third-party
payors. Retroactively calculated adjustments arising under reimbursement agreements with third-party
payors are accrued cn an estimated basis in the period the related services are rendered and adjusted in
future periods, as final settlements are determined,
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Note 2 - Significant Accounting Policies {Continued)

The Hospital recognizes patient service revenue associated with services provided to patients who have
third-party payor coverage on the basis of contractual rates for the services rendered. For uninsured
patients that do not qualify for charity care, the Hospital recognizes revenue on the basis of its standard
rates for services provided (or on the basis of discounted rates, if negotiated or provided by policy). On the
basis of historical experience, a significant portion of the Hospital’s uninsured patients will be unable or
unwilling to pay for the services provided. Thus, the Hospital records a significant provision for bad debts
related to uninsured patients in the period the services are provided. Patient service revenue, net of
contractual allowances and discounts (but before the provision for bad debts), recognized in the period
from these major payor sources in total were $174,913,155 and $160,022,713 for the years ended
December 31, 2017 and 2016, respectively. These amounts are made up of amounts from third-party
payors of $164,972,701 and $151,012,993 as of December 31, 2017 and 2018, respectively, and amounts
from self-pay payors of $9,940,444 and $9,009,720 for the years ended December 31, 2017 and 2016,
respectively.

Laws and regulations governing the Medicare and Medicaid programs are complex and subject to
interpretation. Management believes that it is in compliance with all applicable laws and regulations. Final
determination of compliance of such laws and regulations is subject to future government review and
interpretation.  Violations may result in significant regulatory action including fines, penalties, and
exclusions from the Medicare and Medicaid programs. During the year ended December 31, 2016, the
Hospital reported potential violations with Stark laws under the Medicare Self-Referral Disclosure Protocol.
Management is awaiting a settlement determination from the Centers for Medicare and Medicaid Services
(CMS). The settlement amount, if any, cannot be estimated and no accrual has been made. No ¢changes
have been reported regarding the reported potential viclations with Stark laws as of the audit report date.

Charity Care

The Hospital provides care to patients who meet certain criteria under its charity care policy without
charge or at amounts |less than its established rates. Because the Hospital does not pursue collection of
amounts determined to qualify as charity care, they are not reported as revenue. Charity care is
determined based on established polices, using patient income and assets to determine payment ability.
The amount reflects the cost of free or discounted health services, net of contributions and other revenue
received, as direct assistance for the provision of charity care. The estimated cost of providing charity
services is based on a calculation which applies a ratio of cost to charges to the gross uncompensated
charges associated with providing care to charity patients. The Hospital estimates that it provided
approximately $2,458,000 and $2,632,000 of services to indigent patients during 2017 and 2016,
respectively.

Donor Restricted Gifts

Unconditional promises to give cash and other assets to the Hospital are reported at fair value at the date
the promise is received. Conditional promises to give and indications of intentions to give are reported at
fair value at the date the gift is received. The gifts are reported as either temporarily or permanently
restricted support if they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified as unrestricted net assets and reported in
the consolidated statements of operations and changes in net assets as net assets released from
restrictions. Resources restricted by donors for specific operating purposes are reported as other revenue.
Donor-restricted contributions whose restrictions are met within the same year as received are reported as
unrestricted contributions.

..... ® - ATTACHMENT 34



Morris Hospital & Healthcare Centers

Notes to Consolidated Financial Statements
December 31, 2017 and 2016

Note 2 - Significant Accounting Policies (Continued)
Income Taxes

Morris Hospital & Healthcare Centers, Morris Hospital Foundation, and Morris Hospital Auxiliary are
separate not-for-profit corporations as described in Section 501(c)(3) of the Internal Revenue Code (the
"Code") and are exempt from federal income taxes cn related income pursuant to Section 501(a) of the
Code.

Upcoming Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB} issued Accounting Standards Update
{ASU) No. 2014-09, Revenue from Coniracts with Customers (Topic 606}, which will supersede the
current revenue recognition requirements in Topic 605, Revenue Recognition. The ASU is based on the
principle that revenue is recognized to depict the transfer of goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The ASU also requires additional disclosure about the nature, amount, timing, and uncertainty of
revenue and cash flows arising from customer contracts, including significant judgments and changes in
judgments and assets recognized from costs incurred to obtain or fulfill a contract. The new guidance will
be effective for the Hospital's year ending December 31, 2018. The ASU permits application of the new
revenue recognition guidance to be applied using one of two retrospective application methods. The
Hospital has not yet determined which application method it will use. Management does not expect that
this standard will have a significant impact to the timing and recognition pattern of the Hospital's main
revenue streams. However, management has not completed its assessment on ali revenue streams.

fn February 2016, the FASB issued ASU No. 2016-02, Leases, which will supersede the current lease
requirements in ASC 840. The ASU requires lessees to recognize a right-of-use asset and related lease
liability for all leases, with a limited exception for short-term leases. Leases will be classified as either
finance or operating, with the classification affecting the pattern of expense recognition in the statement of
operations. Currently, leases are classified as either capital or operating, with only capital leases
recegnized on the balance sheet. The reporting of lease-related expenses in the statements of operations
and cash flows will be generally consistent with the current guidance. The new lease guidance will be
effective for the Hospital's year ending December 31, 2019 and will be applied using a maodified
retrospective transition method to the beginning of the earliest period presented. The expected impact on
the consolidated balance shest is a significant increase in long-term assets and lease liabilities. The
effects on the results of operations are not expected to be significant as recognition and measurement of
expenses and cash flows for leases will be substantially the same under the new standard.

In August 2016, the FASB issued ASU No. 2016-14, Not-for-Profit Entities (Topic 358): Presentation of
Financial Statements of Not-for-Profit Entities. ASU No. 2016-14 requires significant changes to the
financial reporting model of organizations that follow FASB not-for-profit rules, including changing from
three classes of net assets to two classes: net assets with donor restrictions and net assets without donor
restrictions. The ASU will also require changes in the way certain information is aggregated and reported
by the Hospital, including required disclosures about the liquidity and avaitability of resources. The new
standard is effective for the Hospital's year ending December 31, 2018 and thereafter and must be applied
on a retrospective basis. The standard is expected to have an impact on the presentation of net assets
and to result in enhanced disclosures related to liquidity and availability.

Subsequent Events

The consolidated financial statements and related disclosures include evaluation of events up through and

including April 17, 2018, which is the date the consolidated financial statements were available to be
issued.
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Note 3 - Accounts Receivable

Patients accounts receivable are reduced by an allowance for uncollectible accounts. in evaluating the
collectibility of patients accounts receivable, the Hospital analyzes its past history and identifies trends for
each of its major payor sources of revenue to estimate the appropriate allowance for uncoliectible
accounts and provision for bad debts. Management regularly reviews data about these major payor
sources of revenue in evaluating the sufficiency of the allowance for doubtful accounts. For receivables
associated with services provided to patients who have third-party coverage, the Hospital analyzes
contractually due amounts and provides an allowance for doubtful accounts and a provision for bad debts,
if necessary. For receivables associated with patient responsibility (which includes both patients without
insurance and patients with deductible and copayment balances due for which third-party coverage exists
for part of the bill), the patients are screened against the Hospital's charity care policy and uninsured
discount palicy. For any remaining patient responsibility balance, the Hospital records a provision for bad
debts in the period of service on the basis of its past experience, which indicates that many patients are
unable or unwilling to pay the portion of their bill for which they are financially responsible. The difference
between the standard rates (or the discounted rates if negotiated) and the amounts actually collected after
all reasonable collection efforts have been exhausted is charged off against the allowance for doubtful
accounts. The allowance for doubtful accounts at December 31, 2017 and 2016 was approximately
$15,794,000 and $12,861,000, respectively.

Note 4 - Net Patient Service Revenue

The Hospital has agreements with third-party payors that provide for payments to the Hospital at amounts
different from its established rates. A significant portion of the Hospital's net patient service revenue is
received from Medicare and Medicaid programs. A summary of the basis of reimbursement with these
third-party payors for Medicare, Medicaid, and Blue Cross are as follows:

Medicare

Inpatient acute care and outpatient services rendered to Medicare program beneficiaries are paid at
prospectively determined rates. These rates vary according to patient classification systems that are
based on clinical, diagnostic, and other factors. Certain outpatient services and specified pass-through
costs are paid based upon a cost-reimbursement formula, established fee screens, or combination
thereof. The Hospital is reimbursed for such items at a tentative rate with final settlement determined after
submission of annual reimbursement reports by the Hospital and audits thereof by the Medicare fiscal
intermediary.

Medicaid

Inpatient services rendered to Medicaid program beneficiaries are reimbursed at prospectively determined
rates per discharge. Outpatient services rendered to Medicaid program beneficiaries are reimbursed
based upon fee screens or per visit rates. Medicaid payment methodologies and rates are subject to
modification based on the amount of funding available to the State of lllinois Medicaid program.

The Hospital participates in the State of lllinois (the "State") assessment program that assists in the
financing of its Medicaid program. The program has been extended through June 30, 2018. Pursuant to
this program, hospitals within the State are required to remit payment to the State Medicaid program
under an assessment formula approved by CMS. In addition, the State of lllinois received approval for the
Enhanced Hospital Assessment Program, which provides hospitals within the State with additional
Medicaid reimbursement based on funding formulas, also approved by CMS.

For both the years ended December 31, 2017 and 2016, the Hospital has included its related assessment
of approximately $3,767,000 and $3.381,000, respectively, within supplies and other expenses in the
accompanying consoclidated statements of operations and changes in net assets.
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Note 4 - Net Patient Service Revenue (Continued)

The assessment program also provides hospitals within the State with additional Medicaid reimbursement
based on funding formulas. For the years ended December 31, 2017 and 2016, the Hospital has included
its additional related Medicaid reimbursement of approximately $8,0602,000 and $7,792,000, respectively,
within net patient service revenue in the accompanying consolidated statement of operations.

Blue Cross

Inpatient services rendered to certain Biue Cross indemnity plan subscribers are reimbursed under a cost-
reimbursement methodology. The Hospital is reimbursed at gross charges with final settlement
determined after submission of annual cost reports by the Hospital and reviews by Blue Cross.

The Hospital has also entered into payment agreements with certain commercial insurance carriers,
health maintenance organizations, and preferred provider organizations. The basis for payment to the
Hospital under these agreements includes prospectively determined rates per discharge, discounts from
established charges, and prospectively determined per diem rates,

Estimated third-party settlements result from the adjustment of interim payments to final reimbursement
under the Medicare and Blue Cross/Blue Shield programs that are subject to audit by fiscal intermediaries.
Laws and regulations governing the Medicare and Medicaid programs are extremely complex and subject
to interpretation. As a result, there is at least a reasonable possibility that recorded estimates will chang
by a material amount in the near term. :

Note 5 - Investments and Assets Limited as to Use

The detait of assets limited as to use is summarized in the following schedule:

2017 2016
Board-designated funds:
Cash and cash equivalents $ 35672 % 50,966
Fixed-income securities 35,923,283 31,888,181
Global equity fund 6,213,342 5,128,608
Common stocks 2,303,725 2,086,956
Mutual equity funds 16,391,855 15,510,914
Accrued interest 9,804 15,103
Total board-designated funds 60,877,681 54,680,728
Trustee-held funds - Retirement of revenue bonds:
Cash and cash equivalents 1,702,026 1,654,899
Agency funds - Cash and cash equivalents 230,008 212,873
Total trustee-held funds 1,932,032 1867772
Donor-restricted assets:
Cash and cash equivalents 953,427 822,234
Other 184,174 199,076
Total donor-restricted funds 1,137,601 1,021,310
Total assets limited as to use 63,947,314 57,569,810
Less current portion 38,061 4,143
Total long-term assets limited as to use $ 63909253 § 57565667
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Note 5 - Investments and Assets Limited as to Use (Continued)

The following schedule summarized investment return and classification in the consolidated statement of
operations and the consolidated statement of changes in net assets for the years ended December 31,
2017 and 2016:

2017 2018
Return from:
Interest and dividends $ 1,446,489 § 1,473,290
Realized gains and losses on sale of investments 465,349 667,238
Change in net unrealized gains and losses on investments 4,878,022 571,149
Total $ 6,789,860 $% 2,711,677

The composition of investments at December 31, 2017 and 2016 is as follows:

2017 2016
Classified as:
Cash and cash equivalents $ 230,006 % 212,873
Corporate bonds and notes 811,614 667,915
Mutual eguity funds 653,290 421,778
Land 369,121 368,121
Total $ 2,064,031 3 1,671,687
Note 6 - Property and Equipment
Property and equipment are summarized as follows:
Depreciable
2017 2016 Life - Years
Land & 9,750,449 § 9,588 553 -
Land improvements 6,891,426 6,777,095 7-40
Buitdings 81,574,430 79,845 133 2-10
Equipment 105,929,659 100,551,526 3-5
Construction in progress 347,069 77,576 -
Total cost 204,493,033 196,839,883
Accumulated depreciation 127,663,043 121,500,073
Net property and equipment $ 76,829,990 $§ 75,339,810
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Note 7 - Long-term Debt
l.ong-term debt at December 31 is as foliows:
2017 2016

Village of Channahon, Illinois Series 2009A Variable Rate Demand
Revenue Refunding Bonds, dated April 15, 2008, due in varying
amounts through December 1, 2034, with variable interest rates of 0.80
percent and 0.75 percent at December 31, 2017 and 2016,
respectively;, secured by Morris Hospital & Healthcare Centers'
unrestricted revenue 5 6,215,000 § 6,320,000

Village of Channahon, lllincis Series 2009B Variable Rate Demand
Revenue Refunding Bonds, dated Aprl 15 2009, due in varying
amounts through December 1, 2034, with variable interest rates of 0.80
percent and 0.75 percent a{ December 31, 2017 and 2016,
respectively; secured by Morris Hospital & Healthcare Centers'
unrestricted revenue 7,530,000 7,650,000

Village of Channahon, lllinois Series 2003A Variable Rate Demand
Revenue Refunding Bonds, dated May 19, 2003, due in varying
amounts through December 1, 2023, with variable interest rates of 0.80
percent and 0.75 percent at December 31, 2017 and 2016,
respectively, secured by Morris Hospital & Healthcare Centers'
unrestricted revenue 3,845,000 4,375,500

Village of Channahon, llinois Series 2003B-D Variable Rate Demand
Revenue Bonds, dated May 19, 2003, due in varying amounts through
December 1, 2032, with variable interest rates of 0.08 percent and 0.75
percent, at December 31, 2017 and 2016, respectively, secured by
Morris Hospital & Healthcare Centers’ unrestricted revenue 12,630,000 13,170,000

Village of Channahon, lllinois Series 2013 Revenue Refunding Bonds,
dated March 12, 2013, due in monthly amaunts of $45,000 through May
1, 2018, then $50,000 until March 1, 2023, at an effective interest rate
of 1.65 percent through March 1, 2023 3,080,000 3,620,000

Promissory note with a principal amount of $6,000,000 was issued
through a bank with a maturity of March 2021. The promissory note
bears interest at 3.25 percent with manthly varied principal payments.
The promissory note is secured by all accounts of Morris Hospital &
Healthcare Centers 4,967,030 5,569,805

Total 38,267,030 40,705,305
Less current portion 2,460,467 2,321.310
Less unamortized debt issuance costs 374,349 ' 424 973

Long-term debt, net of current portion and unamortized bond
discount § 35432214 § 37,959,022
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Note 7 - Long-term Debt (Continued)

Under the terms of the Bond Trust Indentures for the Village of Channahon, lllinois Variable Rate Demand
Revenue Bonds Series 2009, Village of Channahon, lllinocis Revenue Refunding Bonds Series 2003A, and
the Village of Channahon, llinois Revenue Refunding Bonds Series 2003B-D, Morris Hospital &
Healthcare Centers is required to maintain certain deposits with a bond trustee. Such deposits are
included with assets limited or restricted as to use and are to be used for financing of specified
construction and expansion projects, providing debt service reserve funds, and maintaining sinking funds
for the payment of principal and interest on outstanding bonds as they come due. The Series 2003, Series
2009, and Series 2013 bonds were issued pursuant to a Master Trust Indenture (MTI). The MTI places
limits on the incurrence of additional borrowings and requires that Morris Hospital & Healthcare Centers
satisfies certain measures of financial performance as long as the bonds are outstanding.

The Hospital has variable rate demand notes that have a put option available to the creditor. If the put
option is exercised, the bonds are presented to the bank, which, in turn, draws on the underlying letter of
credit. The series and the underlying credit facility terms are described as follows:

+ Series 2009A - Monthly in equal installments over four years beginning after 365 days
+ Series 2009B - Monthly in equat installments over four years beginning after 365 days

« Series 2003A - Monthly in equal installments over 26 years beginning after 180 days with the balance
of the loan due on the later of May 27, 2019 or the last day of the 18 months after the date of the term
loan

e Series 2003B-D - Monthly in egual instaliments over 26 years beginning after 180 days with the
balance of the loan due on the later of May 27, 2019 or the last day of the 18 months after the date of
the term loan

The scheduled principal payments on the long-term debt based on the Master Trust Indenture are as

follows:
Years Ending Amount
2018 3 2,460,467
2019 2,538,714
2020 2,597,213
2021 5,335,636
2022 2,105,000
Thereafter 23,230,000

Total § 38,267,030

Note 8 - Derivatives

The Hospital is exposed to certain risks in the normal course of its business operations. The main risks
are those relating to the variability of future earnings and cash flows, which are managed through the use
of derivatives. All derivative financial instruments are reported in the consolidated balance sheet at fair
value.
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Note 8 - Derivatives (Continued)

By using derivative financial instruments to hedge exposures to changes in interest rates, the Hospital
exposes itself to credit risk and market risk. Credit risk is the failure of the counterparty to perform under
the terms of the derivative contracts. When the fair value of a derivative contract is positive, the
counterparty owes the Hospital, which creates credit risk for the Hospital. When the fair value of a
derivative contract is negative, the Hospital owes the counterparty and, therefore, it does not possess
credit risk. The Hospital minimizes the credit risk in derivative instruments by entering into transactions
with high-quality counterparties whose credit rating is higher than Aa. Market risk is the adverse effect on
the value of a financial instrument that results from a change in interest rates. The market risk associated
with interest rate changes is managed by establishing and monitoring parameters that limit the types and
degree of market risk that may be undertaken.

The Hospital is exposed to credit loss in the event of nonperformance by the counterparty to the interest
rate swap agreements; however, this is not anticipated.

The Hospital had the following:

Liability Derivatives
2017 2016

Derivatives not designated as hedging instruments - Interest rate swaps $ 3,383,789 % 3,836,360

Liability derivatives are reported on the consolidated balance sheet within other long-term liabilities.
For the years ended December 31, the Hospital had the following interest rate swap agreements:

Notional Amount at December 31

Swap Type Maturity Date Hospitat Receives  Hospital Pays 2017 2016

Fixed payor 12/1/2023 67% of one-month 2.760% $ 3.845,000 % 4,375,000
LIBOR

Fixed payor 12/1/2032 67% of one-month 3.303% 12,630,000 13,170,000
LIBOR

Fixed payor 121172034 BMA Municipal 3.275% 13,745,000 13,970,000
Swap Index

Variable payor  6/1/2021 1.300% SIFMA Municipal - 30,220,000

Swap Index

Variable payor  12/1/2034 67% of USD- SIFMA Municipal 13,745,000 13,970,000

LIBOR-BBA Swap Index

The variable payor swap that had an ariginal maturity date of June 1, 2021 was terminated in 2017, which
resuited in a termination payment of $57,000.

For the years ended December 31, the amounts of gain or loss recognized in the consolidated statement
of operations attributable to derivative instruments and their locations in the consolidated statement of
operations are as follows:

Reported in
Consolidated
Amount of (Loss) Gain Statement of
Recognized in Earnings Operations
2017 2016
Net settlements for derivative instruments $ {648,157} & {558,354) Neneperating
Change in fair value of interest rate swap agreements 395,571 145,604 Nonoperating
Total $ (252,586) $ {412,750}
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Note 9 - Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the consolidated
financial statements and provide a framework for establishing that fair value. The framework for
determining fair value is based on a hierarchy that prioritizes the inputs and valuation technigues used to
measure fair value. .

The following tables present information about the Hospital's assets and liabilities measured at fair value
on a recurring basis at December 31, 2017 and 2016 and the valuation technigues used by the Hospital to
determine those fair values.

Fair values determined by Level 1 inputs use quoted prices in active markets for identical assets or
liabilities that the Hospital has the ability to access.

Fair values determined by Level 2 inputs use other inputs that are observable either directly or indirectly.
These Level 2 inputs include quoted prices for similar assets and liabilities in active markets and other
inputs such as interest rates and yield curves that are observable at commonly quoted intervals,

Level 3 inputs are unobservable inputs, including inputs that are available in situations where there is little,
if any, market activity for the related asset or liability. These Level 3 fair value measurements are based
primarily on management's own estimates using pricing models, discounted cash flow methodologies, or
similar techniques taking into account the characteristics of the asset or liability.

fn instances whereby inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Hospital's assessment of the significance of particular inputs to these fair
value measurements requires judgment and considers factors specific to each asset or liability.

Assets and Liabilities Measured at Fair Value on a Recurring Basis at
December 31, 2017

Quoted Prices in
Active Markets  Significant Other  Significant

for Igentical Observable Unocbservable Balance at
Assets Inputs Inputs December 31,
(Level 1) (Level 2) {Level 3) 2017
Assets
Assets limited as to use:
Cash and cash equivalents % 2921131 § - 8 - 3 2,821,131
Common stocks 2,303,725 - - 2,303,725
Fixed-income securities - 35,023,283 - 35,623,283
Mutual equity funds 16,391,855 - - 16,391 855
Global equity fund
measured at net asset
value 6,213,342
Total assets limited as to
use 21,616,711 - 35923283 - 63,753,336

Long-term investments:

Cash and cash equivalents 230,006 - - 230,006
Corporate bonds and notes - 811,614 - 811614
Mutual equity funds 653,290 - - 653,290

Total long-term '
investments 883,296 811614 - 1,694,910
Total assets $ 22500007 § 38734897 $ - § 65448246
Liabilities - Derivative instruments  § - 5 3,383,789 % - % 3,383,789
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Note 9 - Fair Value Measurements (Continued)

Assets and Liabilities Measured at Fair Vatue on a Recurring Basis at
December 31, 2018

Quoted Prices in
Active Markets Significant Other Significant

for Identical Observable Unobservable Balance at
Assels Inputs Inputs December 31,
{Level 1) (Level 2) (Level 3) 2018
Assets
Assets limited as to use:
Cash and cash equivalents $ 2833330 § - 8 - % 2,933,330
Common stocks 2,086,956 - - 2,086,956
Fixed-income securities - 31,888,181 - 31,888,181
Mutual equity funds 15510914 - - 15,610,914
Global eguity fund

measured at net asset

value 5,128,608
Total assets limited as to

use 20,631,200 31,888,181 - 57,547,989

Long-term investments:

Cash and cash equivalents 212,873 - - 212,873
Corporate bonds and notes - 667,915 - 667,915
Mutual equity funds 421,778 - - 421,778

Tetal long-term
investments 634,651 667,915 - 1,302,566
Total assets $ 21165851 3 32,556,096 $ - % 58850555
Liabilities - Derivative instruments  $ - 5 3,836,360 % - 3 3,836,360

The fair value of fixed-income securities, corporate bonds and notes, and derivative instruments at
December 31, 2017 and 2016 was determined primarily based on Level 2 inputs. The Hospital estimates
the fair value of these investments using quoted prices for similar assets in active markets. The fair value
of the assets was determined primarily based on quoted market prices from the investment custodian,
The Level 2 inputs used in estimating the fair value of the derivative instruments inciude the notional
amount, effective interest rate, and maturity date.

The Hospital's pelicy is to recognize transfers in and transfers out of Level 1, 2, and 3 fair value
classifications as of the end of the reporting period. There were no significant transfers between levels for
the years ended December 31, 2017 and 2016.

Investments in Entities that Calculate Net Asset Value per Share

The Hospital holds shares or interests in investment companies at year end whereby the fair value of the
investment held is estimated based on the net asset value per share (or its equivalent) of the investment
company.
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Note 9 - Fair Value Measurements {(Continued)

At year end, the fair value, unfunded commitments, and redemption rules of those investments are as

follows: ‘
Investments Held at December 31, 2017
Redemption
Unfunded Frequency, if Redemption
Fair Value Commitments Eligible Notice Period
Global equity fund 8 6,213,342 § - Monthly 15-day
prenatification
Investments Held at December 31, 2016
Redemption
Unfunded Frequency, if Redemption
Fair Value Commitments Eligible Notice Period
Global equity fund $ 5128608 $ - Monthly 15-day

prenctification

Global equity fund classification includes a diversified portfolio of global equity funds in order to provide
long-term growth for participants. The net asset value of the fund is determined using the fair value of the
portfolio as of the close of business at the end of month.

Note 10 - Investment in Joint Venture

The Hospital has a 48.38 percent ownership interest in an ambulatory surgical center joint venture,
Deerpath Surgery Center, which is accounted for using the equity method at December 31, 2017 and
2016. The Hospital's investment in joint venture at December 31, 2017 and 2016 is approximately
$127,000 and $167,000, respectively.

The following table summarizes unaudited financial information of the joint venture as of Becember 31,
2017 and 2016:

2017 2016
Total assets $ 1,050,419 $ 1,322,607
Total liabilities 793,071 800,087
Total equity $ 257,348 § 522,510
Net revenue 3 1701126 §$ 2,198,746
Operating expenses 1,566,979 1,905,525
Net income 3 134,147 § 293,221

Note 11 - Retirement Plan

The Hospital sponsors a contributory matching Section 403(b) plan (the "Plan"). The Plan covers
employees with one year of service and provides employer matching contributions ranging from 50
percent to 65 percent, based on total years of service, for elective deferrals up to a maximum of 5 percent
of employee compensation. The Plan also allows for annual employer discretionary contributions on hehaif
of all employees. For the years ended December 31, 2017 and 2016, the Hospital expensed $1,784,832
and $1,262,440, respectively, in matching and discretionary contributions to the Plan. The Hospital funds
the matching contributions to the Plan on a current basis.
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Note 12 - Medical Malpractice Claims

Based on the nature of its operations, the Hospital is at times subject to pending or threatened legal
actions, which arise in the normal course of its activities.

The Hospital participates in the Illinois Provider Trust (the "Trust™), which was established on a pooled risk
basis to provide professional ang general liability coverage to member hospitals. The Trust provided
primary insurance coverage on an occurrence basis through December 31, 2004. Effective January 1,
2005, the Trust began providing primary insurance coverage on a claims-made basis. Excess liability
coverage is provided through the Trust, which changed from occurrence to claims-made basis coverage
effective January 1, 2002. Funding of the Trust is determined by annual actuarial valuations based on
member hospitals' loss experience. If the actual toss experience of the Trust exceeds the actuarially
projected loss experience, additional contributions to the Trust may be required from the Hospital. Total
contributions to the Trust amounted to approximately $1,150,000 and $940,000 for the years ended
December 31, 2017 and 2016, respectively, and have been charged to operating expenses as the
Hospital's best estimate of professional and general liability cost. The Hospital also recognizes provisions
for incurred-but-not-reported loss exposures under claims-made basis policies.

The Hospitat has accrued a liability of approximately $5,457,000 and $4,875,000 for the years ended
December 31, 2017 and 2016, respectively. Although the ultimate settlement of these accruals may vary
from these estimates, management believes that the amounts provided in the consoclidated financial
statements are adequate. Insurance recoveries are expected to satisfy a portion of these liabilities;
therefore, to the extent that the Hospital is indemnified for these liabilities, the Hospital recognized an
insurance receivable for approximately $4,241.000 and $3,858,000 for the years ended December 31,
2017 and 2016, respectively.

Note 13 - Self Insurance

The Hospital has a self-insured medical plan for employee group health and dental insurance coverage for
all of its eligible employees. The Hospital maintains stop-loss insurance coverage, which limits the amount
of risk retained by the Hospital for self-insured healthcare claims. The Hospital's individual excess risk
benefit level per employee for 2017 and 2016 was $150,000. Losses in excess of these limitations are
covered by reinsurance. Amounts expensed by the Hospital under the plan were approximately
$13,959,000 and $10,838,000 for 2017 and 2016, respectively. The Hospital has recorded within accounts
payable and accrued expenses of approximately $862,000 and $1,283,000 at December 31, 2017 and
2018, respectively, for known claims and estimated claims incurred but not reported.

Note 14 - Operating Leases

The Hospital is obligated under operating leases primarily for space in various buildings and various
pieces of equipment, expiring at various dates through 2025. The leases require the Hospital to pay taxes,
insurance, utilities, and maintenance costs. Total rent expense under these leases was $2,768,733 and
$2,605,938 for 2017 and 2016, respectively.

Future minimum annual commitments under these operating leases are as follows:

Years Ending

December 31 Amount
2018 $ 984,982
2019 674774
2020 561,119
2021 539,974
2022 541,977

Thereafter 5,882,235
Total $ 9,185,061
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Independent Auditor's Report on Supplemental Information

To the Board of Directors
Morris Hospital & Healthcare Centers

We have audited the consciidated financial statements of Morris Hospital & Healthcare Centers and its
subsidiaries as of and for the years ended December 31, 2017 and 2016 and have issued our report thereon
dated April 17, 2018, which contained an unmodified opinion on those consolidated financial statements. Our audit
was performed for the purpose of forming an opinion on the 2017 consolidated financial statements as a whole.
The consolidating balance sheet and consolidating statement of operations are presented for the purpose of
additionai analysis rather than to present the financial position, results of operations, and cash flows of the
organizations and are not a required part of the consclidated financial statements. Such information is the
responsibility of management and was derived from, and relates directly to. the underlying accounting and other
records used to prepare the 2017 consolidated financial statements. The information has been subjected to the
auditing procedures applied in the audit of the 2017 consalidated financial statements and certain additional
procedures, including comparing and recenciling such information directly to the underlying accounting and other
records used to prepare the consolidated financial statements or to the consolidated financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinicn, the information is fairly stated in all material respects in relation to the
2017 consolidated financial statements as a whole.

7‘4«& f 77&444/, PLLL

April 17, 2018
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Morris Hospital & Healthcare Centers

Consolidating Balance Sheet

December 31, 2017

Morris Hospital

& Healthcare  Morns Hospitel  Morris Hospital Eliminating
Centers Foundation Auxiliary Entries Totat
Assets
Current Assets
Cash and cash eguivalents $ 34495427 § 423,209 % 34,340 % - § 34952976
Assets limited as to use - Current 38,061 - - - 38,061
Accounts receivable - Net 33,475,905 - - - 33,475,905
Inventories, prepaid, and other 6,221,817 46,088 24,198 {74,857) 6,217,246
Total current assets 74,231,210 469,297 58,538 (74,857) 74,684,188
Assets Limited as to Use - Net of current portion 62,658,908 1,250,345 - - 63,909,253
Property and Equipment - Net 76,829,990 - - - 76,829,990
Intangible Assets 346,691 - - - 346,691
Other Assets
Estimated insurance recoveries 4,241,460 - - - 4,241,460
Investments 272,025 1,792.006 - - 2,084,031
Investment in joint ventures 127,325 - - - 127 325
Total other assets ' 4,640,810 1,792,006 - - 6432 816
Total assels § 218,707,609 § 3,511,648 % 58,538 § (74,857) & 222,202,938
23
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‘Morris Hospital & Healthcare Centers

Consolidating Balance Sheet (Continued)

Liabilities and Net Assets

Current Liabilities
Accounts payable and accrued expenses
Agency funds
Current portion of long-term debt
Estimated third-party payor settlements

Total current liabilities
Long-term Debt - Net of current portion

Other Liabilities
Estimated insurance fiabilities
Cther long-term liabilities

Total other liabilities
Total liabiiities

Net Assets
Unrestricted
Temporarily restncted
Permanently restricted

Total net assets

Total liabilities and net assets

Morris Hospital

December 31, 2017

& Healthcare  Mormns Hospital ~ Morris Hospital Eliminating

Centers Foundation Auxiliary Entries Total
$ 14,085703 % 74857 § 8,976 % {74857Y 8 14,094,679
230,006 - - - 230,006
2,460,467 - - - 2,460,467
11,759,408 - - - 11,759,408
28,535,584 74,857 8,976 {74,857) 28,544 560
36,432,214 - - - 35,432,214
5,457,293 - - - 5,457,263
3,524,231 - - - 3,624,231
8,881,624 - - - 8,681,524
72,949,322 74,857 8,976 {74,857) 72,858,298
145,705,554 2.536.097 49,562 - 148,291,213
32733 B57.612 - - 690,345
20,000 243,082 - - 263.082
145,758,287 3,436,791 49,562 - 149 244 640

$ 218,707,609 § 3,511,648 § 58,538

$ (74,8657) % 222,202,938

24
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Morris Hospital & Healthcare Centers

Consolidating Statement of Operations
Year Ended December 31, 2017

Marris Hospitat

& Healthcare  Morris Hospital — Meorris Hospital Eliminating
Centers Foundation Auxiliary Entries Total
Unrestricted Revenue, Gains, and Qther Support
Net patient service revenue $ 474,913,155 % - 5 - % - % 174913155
Provision for bad debts (10,075,769 - - - {10,075,769)
Net patient service revenue less provision for bad
debts 164,837,386 - - - 164,837,386
Contributions and other 1,629,120 247,996 345632 - 2,222,748
Net assets released from restrictions - 86,409 - - 86,409
Total unrestricted revenue, gains, and other support 166,466,506 334,405 345632 - 167,146,543
Expenses
Salanes and benefits 95,842,382 66,216 ~ - 95,908,598
Supplies and other 57,328,843 {17,700) 353,497 . 57,664,640
Depreciation and amortization 9,432,532 - - - 9,432,532
Interest expense 550,782 - - - 550,782
Total expenses 163,154,539 48,516 353,497 - 163,556,652
Operating Income (Loss) 3,311,967 285,889 (7.865) - 3,589,991
Nonoperating income (Expense)
Investment return 6,411,078 364,295 - - 6,775,373
Other (4,982} - - - (4,982)
Net settlements for derivative instruments {648,157} - - - (648,157)
Change in fair value of interest swap agreements 395,571 - - - 385 571
Total nonoperating income 6,153,510 364,295 - - 6,517,805
Excess of Revenue Over {Under) Expenses 9,465 477 650,184 {7,865) - 10,107,798
Transfer from {to) Affiliate 295218 (295,218) - - -
Increase (Decrease) in Unrestricted Net Assets $ 9,760,695 § 354,966 § (7,865) § - % 10,107,796
25
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Debt Financing

Morris Hospital & Healthcare Centers is planning multiple capital improvement projects:  this
Hospital modernization and renewal, two new community-based healthcare centers, and
other projects not subject to CON. To finance these projects, the Hospital has committed $5.5
million in cash and securities to this project plus the issuance of bonds in the amount of about $60

million.

Morris Hospital & Heaithcare Centers has applied to the Upper lllinois River Vailey Development
Authority (UIRVDA) to act as the issuer of these bonds. Having UIRVDA as the issuer of
the bonds permits the Hospital to utilize that agency's double tax-exempt status. Private financial
companies are to issue the bonds on behalf of the UIRVDA, The Hospital has already issued a
Request for Proposals and received multiple responses from private financial companies.

Inserted below is information regarding the UIRVDA program and a copy of the Barclays proposal to
issue the bonds. Note that within the Barclays' proposal, there is a projected interest rate of
4,749 percent for conventional tax-exempt bonds. With issuance through UIRVD, the Hospital's
financial advisors expect this rate to be about 4.6 percent.

The actual issuance of the bonds will occur after approval of this CON application for permit
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

The Upper llinois
River Valley Development
Authonity

Tax Free Bond Financing

Description

The Upper NMlinciz River Valley Developoent Agthority (UIRVDA) acts 23 the ixsoer of the bonda, passing is DOUBLE ax-
exempt statns on to Gnance the acquisition of fixed assets including Land, buildings, machinery and equipment. Beenoie the
intereat on the bonds is not subject to state or federal income taxp, investors and lenders requre 2 Jower interest rate to
achieve an equivalent aftet-tix retwrn. Therefore, the botvower receives a2 preferentia) interest rxte, generating submantial
uvings.

Eligibiliry

*  Manvfactpring Bords — Industrial Revenue Boods are available for mapufacturers of txugible goods At least 75% of the
bond proceeds muat be used for expenditures directly related to the manafactuniog process. No more than 25% may be
used for zneillary facilities sach a3 warehouse or office space. The borrower's capita] expenditares caanot be greater
than $20 million (except with a lease) in the city where the project is located. This $20 million is the amoomi spent
over a defined six-year pericd: 3 years before finanring and 3 years after.

*  Not¥orProfit Bords -~ Tax-Exempt boods are available for Not-For-Profit 501¢(3) companies. Fligible borrowers are
ary 501c(3), which can include bospital syttems, medical centers, bebovioial bealth centers, medical climics,
confinming care centrrs, and YMCAs,

* Houring Bonds - Senior bousing and multi-family homing bonds me available ta for-profit developers. Developers must
agree to set aside a portion of 2 financed project’s units for tenants 3t a ceriia income fevel.

*  FPonds can be used to build 2 new facility, acquire land and boy aew machmery and equipment. Pands can be used to
1cquite an existing facility as long as 15% or more i3 wsed to rebab the stucture. Funds expended prior to saxty days
before receiving mitial approval fom UIRVDA may not be eligible,

*  The capital improvements must take place in the territory of UIRVDA in the countirs of Bureau, Groody, Kane,
Kendall Lake, LaSalle, Marshall, McBerry snd Putnam,

Benefits

«  Lower Interest Rate - An UIRVDA Double Tax Exempt Bond is exempt from state 20d federn] incoma taxes, making it an
attractive investment for the bondholder. The inderest rase available on these bonds is far lower than conventional
fnancinp, and you can expect your interest savings to rapge from 150 — 300 basis points (1.5% - 3.0%) lowes thaa a
conventicnal loan Far example 2 $5.0 mil bond wvould save over $1,500,000 in interest over a temm of 30 yean.

*  Fioance vp to 100% of the project cost — confingent upon meeting credit standsrds of a local bank backing the bend.

¢ Smooth Process — UIRVDA has been described 23 3 “Ninble [1isuer” with flexible guidelines and expedited approval.
UIRVDA assembles 2 team that has a thorough undentanding of al] the legal and financial aspects of the trazuaction
and will work closely with you every step of the way, answering questiom, belping avoid pitfills and making sure the
&numceing is right for you.

Application

Cotpanies interested should compete 3 one-page applicatios and ubmit a non.refundable application fee. There is an isnance
fee paid at closing along with other professional costs. The cost of issauing a Bond i genmmally more expensive than a
conventional loan, but the tola) costs are ammally bresk even in the fiist year of interest savings and will continpe throapgh the
life of the bond,

Contact

For more information please contact Andrew Hamilton, Executive Duector, Upper Obinois River Valley Development
Autbority (UIRVDA), 633 South LaSalle Street Suite 40!, Ottawa, Dlinots 61350, Tel: 866.325.7575, Bmail;
mdrrohamiMeruavds com
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MORRIS HOSPITAL & HEALTHCARE CENTERS

BARCE?

August 22, 2018

Morris Hospital Kaufrman Hall

150 W High St 5202 Old Orchard Road
Morris, IL 60450 Skokie, IL 60077
Mary Lou Tate, Chief Financial Officer Eric Jordahl, Managing Director

Bobby Bruning, Senior Assaciate

Dear Mary Lou, Eric, and Bobby -

On behalf of Barclays, we are very pleased to submit our proposal to serve as investment barnker to Morris
Hospital. We are excited about the opportunity to continue our long-standing relationship and to serve as
Senior Manager on the proposed Series 2018 Bonds.

| have had the personal privilege of a 30-year relationship with Morris Hospital dating badk to its Series 1987
issue. Over the last 8+ years, while at Barclays, we have served as Remarketing Agent on the Series 2003A-D
and 2009A&B Bonds, as well as, counterparty to two separate derivative transactions we initiated. The first of
these was a basis swap overlay which has generated $541,178 of positive cashflow since its inception through
August 1, 2018 and continues to remain outstanding, and the second, was a fixed receiver swap that
generated $821,000 of positive cash flow net of costs to Morris Hospital (the transaction was terminated on
March 2, 2017).

We have highlighted several factors below that we believe make Barclays best suited to serve as your
investment banking partner:

= History with the Proposed Project — We have worked with Morris Hospital since the original project
scope and cost was proposed in 2016. In this work, we idertified the range of debt capacity at various
rating levels, provided our analysis to the Board of Trustees, assisted Morris Hospital in presenting the
various options to Standard & Poor’s for its Rating Evaluation Service, helped frame the project
affordability and worked with the Board to advance the project, most recertly in November 2017, and
assisted in the rating presentation in December 2017 that affirmed the existing rating.

» Leading Municipal Underwriter — Barclays is a consistent leader in municipal underwriting, ranking 5th
nationwide in senior managed transactions over the past decade. In addition, Barclays' execution is the
strongest among its investment banking peers. Bonds priced by Barclays trade with the smallest median

new issue concession resulting in our underwritten bonds being priced closer to fair market value than any
other firm.

» Capital Commitment and Underwriting Capability — Barclays is among the world's largest banks with
$1.5 trillion of total assets and a market capitalization of approximately $40+ billion to support its
clients’ needs. In particular, Barclays has both the ability and desire to serve asa credit partner to Morris
Hospitaland is able to support Morris Hospital's full credit needs as described in Question 3.

= Top 5 Ranked Healthcare Banking Franchise — We currently have outstanding $3+ billion of credit in
support of our healthcare clients and have underwritten $10 billion of par value as Senior Manager since
January 1, 2014, ranking us 5t nationally.

» JHinois Experience - In lllinois, we have sened as Senior or Co-Senior manager for a number of
healthcare providers including: Carle Foundation, Little Company of Mary Hospital, Memorial Hospital,
Northwestern Medicine, OSF Healthcare, and Riverside Health System. In addition, we have been
engaged by Edward-Eimhurst Healthcare to serve as Senior Manager on a $75 million taxable issue and
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MORRIS HOSPITAL & HEALTHCARE CENTERS
wodernization Project

as Co-Senior Manager on a $125 million tax-exempt issue. In fate 2017, Barclays served as Senior
Manager on a $4.5 billion issue for the State of lllinois, the largest single bond issue since the 2008
Financial Crisis. We have also served as Senior or Co-Senior manager an a number of other issues for our
llinois municipal clients, such as, The City of Chicago Board of Education, University of Chicago, and
Northwestern University.

We hope that our proposal conveys inthe strongest possible terms our desire towork with Morris Hospital as your
investment banking partner, We commit that Morris Hospital will be given the highest priority from Barclays. twill
personally lead the efforts of our broad, multidisciplinary, and experierced team dedicated to Morris Hospital. As
always, please feelfree to callus if we can provide any additional information.

Best regards,

R

lay Sterns, Co-Head of Municipal Healthcare Group
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BARCLAYS CAPITAL MARKET PERSPECTIVES

CALLABLE PREMIUM BONDS: UNDERSTANDING YOUR POTENTIAL TRUE COST OF CAPITAL

Today's fixed rate debt markets provide an attractive opportunity for borrowers. Interest rates are near all-time historical
lows. Long-term bond fund flows have turned positive while new issue supply has been low—increasing demand for tax-
exempt debt. U.S. economic data shows early signs of recovery, and Meredith Whitney's projected “hundreds of billions” in
municipal defaults seems a distant memaory,

While today's debt markets provide borrowers the opportunity to lock in histarically low interest rates, borrowers should re-
main aware of a unique dynamic that affects the potential true cost of capital. This dynamic arises because of investor prefer-
ence for higher bond coupons vis-a-vis historically fow market yields. When combined with the standard 10-year call provi-
sion in most fixed rate debt issuances, these callable premium bonds create divergent future cost of capital scenarios.

This dynamic is most easily illustrated through an example. Let's assume a borrower (“Hospital”) delivered a 30-year fixed
rate bond on 1/1/2012®. The bond matures on 1/1/2042, and includes a 10-year optional call provision on 1/1/2022 at
par. For this example, we will assume a 5.000% coupon and a 4.500% yleld. Since the yield is lower than the coupon, the
bond will be sold for a premium {i.e., a price above its face value). The bond prices implied by this coupen and yield for a
$100 bond are as follows:

Price to 1/1/2022 Cali = 103.990
Price to 1/1/2042 Maturity = 108.187

Investors always pay the lowest price based upon the most conservative yield scenario—in this case 4.500%. That is, if the
investor purchases the bond on 1/1/2012 for 103.990 and holds it until it is called at par on 1/1/2022, the investor re-
ceived—and the Hospital paid—a yield of 4.500%™". Since the bond has the potential to be called and is sold for a premium,
the investor pays the most conservative price assuming it will be colled.

While a refunding of the bond on the call date is one possible outcome, what happens to the borrowing cost if the band is not
refunded? Let's now assume that higher interest rates in upcoming years make a 1/1/2022 refunding uneconomical for the
Hospital, and the bond remains outstanding through its stated maturity of 1/1/2042. Since the investor paid 103.990 for the
bond on 1/1/2012, this value is fixed. The yields implied by the 5.000% coupon and 103.990 price are as follows:;

Yield to 1/1/2022 Call = 4.500% ™
Yield to 1/1/2042 Maturity = 4.749% ™

As discussed above, the price paid by the investor in the original offering—103.990—was a price to the 1/1/2022 call date.
Therefore, the yield to call of 4.500% is the same as it was at the time of the offering. However, if the bond is not called and
remains outstanding until its 1/1/2042 maturity, a price of 103.990 and 5.000% coupon imply a vield to maturity of 4.749%.
This Is 25 basis points higher than the yield te call, and thus 25 basis points more expensive to the Hospital. Stated differently,
assume that the 30-year MMD rate was 3.500% on 1/1/2012. Based on the offering price and yield to call of 4.500%, the
Hospital issued the bond at a spread of 100 basis points to MMD (i.e., MMD of 3.500% + 100 basis points = 4.500%). How-
ever, if the bond is not refunded and remains outstanding to maturity, the Hospital actually issued the bond at a spread of
approximately 125 basis points to MMD (i.e., MMD of 3.500% + ~125 basis points = 4.749%).

Teday's market presents a unique opportunity to issue historically low-cost fixed rate debt. However, current investor prefer-
ence for caltable premium bonds necessitates an understanding of not only the yield to call, but also the potentially “more
expensive” yield to maturity. A critical analysis of structuring alternatives. such as par bonds and discount bonds, should be
analyzed in conjunction with callable premium bonds. This will provide the borrower with data appropriate for the most in-
formed decision,

if you have any question or would like to discuss the analytics in more detail, please do not hesitate to contact anyone on the
8arclays Capital Healthcare Team.

(2) Assurnes semi-annual coupon payments commencing on futy 1, 2012,
(b) Assumes reinvestrnent of coupon payments at yleld.
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

FINANCIAL VIABILITY RATIOS

Historical Projected | Projected | Projected
3 Years
Enter Historical 2015 2016 2017 2018 2019 2023
and/or Projected
Years:
Current Ratio 2.897 3.020 2.616 2.095 2222 2222
Net Margin 7.72% 6.52% 6.05% 3.43% 3.91% 4.97%
Percentage
Percent Debt to 28.6% 29.3% 256% 23.4% 58.3% 42 4%
Total Capitalization
Projected Debt 10.005 6.571 6.375 4.932 2.781 3.558
Service Coverage
Days Cash on Hand | 253.731 | 283.793 | 234.128 228.489 218.444 222.998
Cushion Ratio 43179 | 36.332 30.981 28.652 12.148 14670
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Ratios Worksheet

Historical Projected
3 Years

Enter Historical 2015 2018 2017 2018 2019 2023
and/or Projected
Years:
Current Assets -

70,429,211 70,219,749 74,684,188 64,331,901 62,772,459 62,772,459
Current Liabilities

24,311,268 | 23,248,896 28,544,560 30,709,571 28,252 805 28,252,805
Net Revenues

147,249,736 | 157,148,497 [ 167.146.543 { 179,155,604 | 190,398,893 | 206,093,885
ST & LT Debt

36,930,000 | 40,705,305 38,267,030 35,804,841 91,264,347 73,102,371
Total Net Assets 1

129,069,381 | 139,005,561 [ 149,244,640 | 152,970,707 | 156,457,072 | 172,457,072
Net Income +
Depreciation + 20,476,638 | 19,811,654 20,343,696 17,090,992 22,780,392 26,560,218
Interest Payments
Total Debt

36,930,000 4§ 40,705,305 38,267,030 35,804,841 91,264,347 73,102,371
Operating Cash &
Invesiments 88,376,950 109,546 872 | 98 862 229 99,264 517 99,503,183 | 109,503,183
Operating Expense

135,980,922 | 149,610,899 | 163,556,552 | 168,556,552 | 177,954,542 | 192,623,719
Depreciation

8,847,927 8,717,364 9,432,532 9,938,389 11,694,147 13,390,615
Operating expense
{excluding 127,132,995 | 140,893,635 | 154,124,020 | 158,618,163 | 166,260,425 | 179,233,104
depreciation)
Daily Operating
Expenses 348,310 386,010 422,258 434,570 455,508 491,050
Operating Cash & ]
Investmenis 88,376,950 109,546 872 | 98,862,229 59,294 517 99,503,183 109,503,183
Debt Principle
Payments 1,785,857 2,166,410 2,387,651 2,462,189 4,540,494 4,540,494
Interest/Derivative :
Expense 260,878 848,782 803,368 1,003,368 3,650,574 2,924,095
Total Payments

2,046,735 3,015,192 3,191,018 3,465,557 8,191,068 7,464,589
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MORRIS HOSPITAL & HEALTHCARE CENTERS
~ Modernization Project

ECONOMIC FEASIBILITY
Reasonablieness of Financing Arrangements/Conditions of Debt Financing

ol alTienRL LN

August 26, 2018

wr. Michael Constanting

Project Reviow Supervisos

Llnot Hendth Fartiics & Serviess Review Bourd
325 West Jefferson Sueet, 2% Floor

Springfield, Hinnis 62761

RE: Crizerion 1120 140by Cunditions of Debt Financing Certifiestion
: Denr M Constantng

Lharehy certily, undder penaity of poriury as provided in & 1109 of the Nhinods Code of Civil

Procedace. 735 HLCS 81108 and poraoami o 77 BL Addnnn Caode £ 1120 8238000, 10 the
folluwing:

fo Muorris Tospind & Healibonre Cemers plan on issiing o 360 stiflon bond, s part 1o fund

e Maorris Hospital Madernization projees for the Faergency Room, Imaging.

Cardiology amd other depurtngsns within the muin bospial,

These funds will ohse be used for othor projeets, samely oatpatient focatons in the

DisvondfCoal Chty and Onawas aress,

d. Munrg Hospitad & Heabhoare Cemers beffeve tat at o ime will the Cuivent Ratio drop
below 20 Gmes for the Hospitad,

4. dtis sencipaed Uiz the bonds will be fssued throogh Upper Hlinoit River Vallew

Drevelopment Authority (UIRVDAY

Maogris Hoepial s s6d finafizing wrms of the bond spance, Howevor Barohays hus

offerad tn issue the bonds for 30 years, fixed rate of approsiniiely 4 6% il e, We

will offer the honds af the lawest net cogt avaitakie

b

£

Thve bond is 1he Faweit nel eowt Torm of finanaing avaiiable, and has e most uthastligeous tenns
and conduions, (0 the Moreris Hosplal Mademizalion Projecr,

Sincerely,

- !
L
S H

¢y [
£ ] d e
4

Mary Lou Tute
Chief Finanein] Gificer, Morrls Hospital

YRl Went vl Btanl Moee s 1 45480 B0 5 3870

BWE VUM LA YELIIE. G0

Paopic You Know, Extracrdinary Cars,
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

Subscribed and Sworn o before me

BTN o e
This K717 duy of August 2018 : %L%Bé% !

{1 Cateesn B 00210022 }
Poonr £ Stewinie T

Notary Plblic

v 85 -
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MORRIS HOSPITAL & HEALTHCARE CENTERS

Modernization Project

Reasonableness of Project and Related Costs

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

A E C C E F G H
Department —
CostiSquare Foot | Gross Sa Ft | Gross Sq. Ft Agdition § ldod. & Total Cost
Mew Mod  |New Circ*[Kod.  Cire” {axC: (BxE; (G +Hj
REVIEWABLE

Emergency Cepartment| $360.50 | 535078 1,250 10,421 5 4506275 3655450 % 4,106.G77

General Radicliogy

(GeneralfFluorsscopy! | $980.19| § 91.18 198 4,987 3 194195 | § 455632 (& 6549826

Bone Densitometry)

cT §29740 | & 8545 1,061 2.536 $ 315629 | & 216.712 | & 532,340

Mammography lInel. | coon 58 | g 370011 1435 360 5 503069 |5 132203 |5 636272

Stereotacticy

Ultrasound 548655 5184.11 455 3142 3 221281 & 576482 (% 799743

MNuclear Medicine 3 521122 3373 3 - ] 7128382 |8 712,882

CR 5 5216.94 2.731 3 -8 592453 % 592463

Pracedure 5 - 523973 527 % ) 126,330 | §  126.339

Non-Invasive 5 5258.18 0 4,208 5 § 1.102.556 | § 1100556

Diagnostics

Infusion Therapy 5 $334.02 0 1678 5 - 3 560490 |5 560490

Phlebatamy ) - | £268.37 1] 959 % - g 2673728 257372

PAT 5 - 333379 415 5 b 138.358 %  13B.3=8
z‘r’éaa’f"“'ca' Service $382:91 | 5 240.90| 4,400 35,439 $1,684,800 | § 8537018 | $10,221.818
NON REVIEWABLE & -

Administration Y - | $458.78 1] 6,217 3 - § 2852215 (% 2852215

Education 5 - | $32480 1] 3,108 s - 3 1008477 |5 1.009477

Public Areas ) - | 514520 g9 6,159 5 - & 900,453 |3 900463

Conference 5 - 8481.01 0 825 3 b 386829 [ 395820

Infrastructure Upgrades % 4468635 (5% 4458835
Total Non-Clinical

- 0. ' 9.627, 627,

Service Areas 3 $ 500.34 ] 16,309 ¢ $ 627,821 [ § 9,627,821
TOTALS $382.13 [ $351.03 4,400 51,748 $1,684800 | $ 18,164,838 | $19,849,638

Note that these are the estimated departmental costs for new and modernization contracts. Construction

contingencies are not included.
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MORRIS HOSPITAL & HEALTHCARE CENTERS

Modernization Project

Projected Operating Costs

The projected Operating Costs for the proposed project in the first full fiscal year when the project” achieves target

utilization {2021) are as follows:

Salaries: $ 8,014,168
Benefits; $ 2,163,825
Supplies: $ 2,552,818
Total Operating Expenses; $12,730,812
Patient Days: 14,002

Total Operating Cost per Patient Day: $909

There is not a state standard for these costs.

“includes expense for Emergency Room, Cardiac Cath Lab and Radiotogy

Total Effect Of The Project On Capital Costs

The projected Capital costs for the proposed project in the first full fiscal year when the project achieves target

utilization {2021) are as follows:

Depreciation Expense: $2,593,726
interest Expense: $2,638,830
Amortization Expense: $ 0
Total Capital Costs: $5,232,556
Patient Days: 14,002
Total Cost per Patient Day: $ 374

There is not a State standard for these costs.
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MORRIS HOSPITAL & HEALTHCARE CENTERS
Modernization Project

CHARITY CARE INFORMATION

CHARITY CARE

2015 2016 2017
$148,903.140 161,061,556 $174,913,146

Net Patient Revenue

Amount of Charity Care (charges) $2.165.860 | S 8773685 $7.936.783

Cost of Charity Care $2,165,860 $2.658,426 $2,458,022

Sources: Annual Hospital Profites and Morris Hospital
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JSMA

e althic are

September 11, 2018

Ms. Courtney Avery
Health Facilities and Services Review Board
2nd Floor
525 West Jefferson Street
Springfield, Illinois 62761
Re: Application for CON Permit

On behalf of Morris Hospital & Healthcare Centers find enclosed an application for CON
Permit. Also included is a check for $2,500.00 payable to the lilinois Department of
Public Heath as a deposit on application fees.

The project is for the Hospital Modernization and Renewal of Infrastructure.

As you and/or staff have any questions, please contact me at 312.804.9401 or by
email at jmark@jsma.com.

Thank you.

Sincerely,

effrey S."Mark
Principal

JSMA uc

Consultants + Architecrs
1440 W. YTaylos S1, #7453
Chicago, 1L 60607
(312) 804-9401



